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The White House, 

Washington, 

August 25, 1917. 
To School Ofi^icers: 

The war is bringing to the minds of our people a new .apprecia- 
tion of the problems of national life and a deeper imderstanding of 
the meaning and aims of democracy. Matters which heretofore 
have seemed commonplace and trivial are seen in a truer light. 
The urgent demand for the production and proper distribution of 
food and other national resources has made us aware of the close 
dependence of individual on individual and nation on nation. 
The effort to keep up social and industrial organizations in spite 
of the withdrawal of men for the Army has revealed the extent 
to which modem life has become complex and specialized. 

These and other lessons of the war must be learned quickly if 
we are intelligently and successfully to defend our institutions. 
When the war is over we must apply the wisdom which we have 
acquired in purging and ennobling the life of the world. 

In these vital tasks of acquiring a broader view of human 
possibilities the common school must have a large part. I urge 
that teachers and other school officers increase materially the 
time and attention devoted to instruction bearing directly on the 
problems of community and national life. 

Such a plea is in no way foreign to the spirit of American public 
education or of existing practices. Nor is it a plea for a tem- 
porary enlargement of the school program appropriate merely 
to the period of the war. It is a plea for a realization in public 
education of the new emphasis which the war has given to the 
ideals of democracy and to the broader conceptions of national 
life. 

In order that there may be definite material at hand with which 
the schools may at once expand their teaching I have asked Mr. 
Hoover and Commissioner Claxton to organize the proper agencies 
for the preparation and distribution of suitable lessons for the 
elementary grades and for the high-school classes. Lessons thus 
suggelsted will serve the double purpose of illustrating in a con- 
crete way what can be" undertaken in the schools and of stimulat- 
ing teachers in all parts of the country to formulate new and 
appropriate materials drawn directly from the communities in 
wliich they live. 

Sincerely, yours, 

WooDROw Wilson. 
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The Lessons in Community and National Life are intended first 
of all to lay the foundations for an intelligent enthusiasm for the 
United States. Our schools have lacked that emphasis on nation- 
alism which has been characteristic of European schools. Even 
our history courses have been meager and have for the most part 
treated of periods so remote that pupils in the schools have not 
cultivated a true idea of the unique characteristics of our national 
civilization. Though we have a continuous system of free educa- 
tion and a broad view regarding the training of girls, though we 
have universal franchise and freedom of organization, though oiu* 
democracy has developed beyond that of any previous historical 
period, our pupils have been left without knowledge of the fact 
that these are unique possessions shared only in part by other 
progressive nations. The Lessons are accordingly filled with con- 
crete descriptions of American institutions, and the significance 
of these institutions is made as clear as exposition and explanation 
can make it. 

In the second place, the Lessons in Community and National 
Life aim to bring industry into the schools in a way which will 
appeal to the intelligence of pupils and will intellectualize all later 
contact with practical affairs. There is a very legitimate demand 
urged on the schools at this time that they prepare for industry. 
If the schools meet this demand only by furnishing the same kind 
of training in skill that industrial establishments might give, there 
will be little or no gain to society. If, on the other hand, the 
schools by appropriate recognition of industry as the expression of 
hiunan genius and human cooperation can give pupils ideas as well 
as skill to guide them in later practical life, then the schools will 
have made a genuine and positive contribution to industrial tpain- 
ing. The Lessons are accordingly filled with accounts of how 
industries originated and how they have evolved, so that the pupil 
may see that industry is a part of man's intellectual conquest of 
the world. 

In the third place, the Lessons are intended to create a sense of 
personal responsibility, which can result only when the pupil is 
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8 INTRODUCTION. 

shown how his life is interdependent with the life of other members 
of society. The child's first experiences with social life are those 
of a dependent and a consumer. There is little sense of responsi- 
bility until one begins to think of himself as obligated to consume 
wisely and to contribute to production. In these days when every 
individual in the Nation must conserve and when the respon- 
sibility for wise use of everything is a national duty, there are a 
unique demand and a unique opportunity to give pupils training 
in civic responsibility. 

The method of securing these three ends is to present in the 
form of short sketches certain descriptions of the facts of national 
and community life. Each lesson is a unit intended to be read 
and studied by the pupil. The lesson is carefully prepared by a 
specialist and is filled with information which will reward the 
pupil for his reading. Each lesson is also part of a series in which 
the different lessons approach the same central theme from various 
angles. The lessons do not exhaust the theme which they illus- 
trate. At the bottom of each page series of questions are set 
down in the hope of stimulating the pupils as well as the teachers 
to carry the methods of the Lessons further. Especially is it hoped 
that the Lessons will lead to studies of the local institutions which 
are around the school. A genuine study of community life must 
take up the familiar environment at the door of the schoolroom. 
The laboratory for these Lessons is in the home environment and 
the industrial environment of the pupil. 

It is hoped that the Lessons will lead teachers and school officers 
to new efforts in the direction of a vital study of community life 
and that they will encourage publishers to bring together in avail- 
able textbook form much material of a similar type. 

The immediate purpose which gave rise to the Lessons should 
also be kept in view. The Nation has need of the help of every 
child within its borders. The food supply of the world is running 
low. Our Allies are in want. Our children must learn to save. 
It is believed that a free people can be appealed to effectively if 
the case is clearly laid before them. American children are not 
to be ordered to deprive themselves of familiar luxuries; they are 
to be told how urgent the need is. The lesson of civic responsi- 
bility, if learned in this rational way, will effect the saving that 

the Nation needs. 

Chari^ks H. Judd. 
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Chapter I. 

SOCIAL ORGANIZATION AND THE EFFECTS OF THE 

WAR. 



Lesson A-i is intended to bring out in an introductory way the principles which 
underlie life in the modern worid. Specialization, interdependence, and social con- 
trol are all illustrated and shown to be essential factors in modem life. Success in 
the war demands not the organization of armies alone but the organization of the 
Nation. Every function of the social system must be intensified and directed to 
the single purpose to which all else is subordinate. Each man, each woman, and each 
child is called upon to do his utmost; and in order to do it intelligently and cheerfully 
he should understand how his part, insignificant though it may seem, fits into the 
whole scheme of national effort. 

Lesson A-2 utilizes the experience of a western pioneer to show the contrast between 
the isolated life of a single individual, far from his fellow men, and life -in complex 
modem society. The wants of the lone pioneer are comparatively simple, but he 
must supply them all by his own exertions. The necessary expenditure of labor is 
far greater and the satisfaction of living is far less than when many men divide their 
tasks, each doing his own special part. 

Lesson A-3 describes the system of cooperation and mutual helpfulness which 
the experience of men has developed. The organization of business, the use of ma- 
chinery, the application of science, and the authority of law are illustrated as essential 
features in modem social organization. 



LESSON A-i. SOME FUNDAMENTAL ASPECTS OF SOCIAL 

ORGANIZATION. • 

By Leon C. Marshall, 
Dean of the School of Commerce and Administration, University of Chicago. 

We may learn many Lessons in Community and National Life 
from the great war now in progress. It has called our attention 
sharply to facts which were so common that most of us did not 
observe them at all and certainly did not recognize them as of 
tremendous importance. We see how easy it is to underestimate 
the importance of our everyday surroundings when we consider 
such a familiar thing as air. We realize, painfully, the impor- 
tance of air when we are deprived of it or when there is a violent 

9 



^^ COMMUNITY AND NATIONAL LIFE. 

gale. At other times, we take it for granted. This is equally 
true of many aspects of ovir community and national life. They 
are all around us but are never noticed in the humdrum hap- 
penings of times of peace. But if sudden changes come, or some 
of our surroundings are taken away, or if "it blows a gale of 
war," we are roughly shaken into the realization that these every- 
day aspects of our life are vital. 

WAR IS A SOCIAL ENTERPRISE- 

This present war has indeed blown a gale. It has been no story 
of quickly prepared armies marching out to occasional battles. 
Instead, it has involved the welding together for a long struggle 
to accomplish one purpose all the people and all the forces of 
every nation concerned; its men, women, and children, its trans- 
portation, its mining, its forestry, its agriculture, its manufac- 
tures, its schools, its churches — everybody and everything. 

War is not made merely by men and rifles. It involves scien- 
tific research, giant machines drawn by traction engines, scientific 
calculation, careful organization, a continuous stream of equip- 
ment, food, and ammunition. It is all society working at one 
definite, visible task. When all of us — society — gave ourselves 
consciously to this task, we began to see many facts about how we 
live together to which we had formerly been blind. Let us look 
briefly at a few of the lessons this war has brought home to us. 
We shall study all these lessons in more detail later. 

Materials with which teachers and students may supplement these lessons will be 
fotmd in the following books: 

FOR OLDER PUPILS. 

Henry Clay — Economics for the General Reader. Macmillan. 

R. L. Ashley — The New Civics. Macmillan. 

L. C. Marshall, C. W. Wright, and J. A. Field— Materials for the Study of Elementary 

Economics. University of Chicago Press. 
Report of the Thirteenth Census of the United States. Especially for the lessons in 

this section: Classified Index to Occupations. 

FOR INTERMEDIATE PUPIL3. 

A. W. Dunn — Community Civics. D. C. Heath & Co. 
William L. Nida — City, State, and Nation. Macmillan. 
Richman and Wallach — Good Citizenship. American Book Co. 

FOR YOUNGER PUPILS. 

Mabel Hill — Lessons for Junior Citizens. Ginn & Co. 

Readers by Carpenter on various incidents, such as *' How the World is Fed. " Ameri- 
can Book Co. 
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THE COOPERATION OP SPECIAUSTS. 

When France sprang to arms in August, 1914, to repel the 
invader, she called to the colors four-fifths of all able-bodied 
workers between 19 and 45 years of age. This meant that the 
ordinary activities of France were greatly hindered. In whole 
districts mines, quarries, paper mills, iron works, spinning mills, 
and many business establishments either closed their doors or ran 
on a very light schedule. At first this did not greatly worry the 
responsible officials. Perhaps they thought that they could soon 
repulse the foe by means of their existing materials of war; that is, 
by using their existing stock of cannon, shells, rifles, ammunition, 
blankets, clothing, transport wagons, etc. ; and that they could 
then return to the everyday tasks they had dropped. 

Mars was not to be satisfied so easily and so quickly. It was 
to be a long war, and war is a greedy destroyer. France's stock of 
war materials was used up at a tremendous rate. More had to be 
produced and forwarded to the army. Who was to produce these 
things? The loyal youths, women, and old men of France were 
eager to help, but they did not know the trades and could not 
direct the operations. Until trained they could furnish only 
unskilled labor. And then the lesson was driven home that 
modem society is a collection of specialists working together. 

France's specialists of all grades of importance had to be returned 
from the army to the supporting industries. 

The specialists in steelwork were the first to be taken out of the trenches. 
Then chemists and workmen trained in the manufacture of explosives 
were recalled; electric engineers were sent back to the hydro-electric 
plants; miners were sent to the mines; paper makers and cardboard 
makers who could be employed in the preparation of explosives were 
taken out of the lines and put to work; cabinetmakers were put to 

1. Make as Jong a list as you can of significant forces which contribute 
to your daily life, but which you have been overlooking because they are 
so common. 

2. What is the difference between the volunteer system and the way 
France obtains her soldiers? How do we get our soldiers? 

3. What is meant by universal military service? What arguments 
can you present in favor of it ? What against it ? 

4. Why should war be called a greedy destroyer? Does an army use 
up shoes and clothing more rapidly than the same number of men would 
in civil life ? 

5. Name as many things as you can which war uses in far greater 
quantities than peace. 
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manufacturing rifle stocks; wood cutters were brought back that there 
might be no waste in providing the enormous amount of wood needed 
in the army. 

The experiences of France and other nations in making war 
goods have taught us in another striking way how true it is that 
we form a great cooperative society. Notice what an order for 
shells involves. It is not merely an order for steel and other com- 
modities to be worked into shells. It involves machines to make 
them, machines to make those machines, railways to bring raw 
materials and carry finished products, coal for the factories and 
railways, railways to carry coal to the factories, factories to make 
the railway locomotives, and so on in an endless chain. An 
order for shells is an order for mines and railways, machines 
and freight cars, materials and human labor directed toward 
meeting one need. It is a vast cooperation of specialists. Almost 
everybody is a specialist to-day. 

THE NECESSITY O? ECONOMY. 

When the specialists of France w6re sent back from the army 
to the industries, they did not all go back to the identical tasks 
they had dropped when they were called to the colors. A read- 
justment was necessary. 

In times of peace, our ordinary wants are supplied so smoothly 
that we fall into the belief that infinite quantities of every kind 
of goods anyone might desire can readily be produced. War 
quickly taught France — and the whole world — the fallacy of any 
such assumption. War demanded in staggering quantities many 
things used in peace time, such as food, blankets, and clothing; 
and it demanded equally great quantities of things not largely 
used in peace, such as guns, high explosives, and shells. France 
had only a given quantity of productive force available — only so 
much labor force, so many tools, machines, and factories. This 

6. Name 20 specialists in modem society. Is a farmer a specialist? 

7. Do you know of any ways in which the schools are used to help us 
win the war? 

8. Make a list of the things you can do in your own home and in 
school which will help win the war. 

9. "When war comes industry must be readjusted.*' Why? What 
readjustments have you seen or heard of? 

10. What does the word "society" mean? Does it have the same 
meaning as government ? 

11. Why is it that there is a scarcity of labor to-day? 
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productive force was not large enough to let her make all the 
things made in peace and at the same time meet the demands of 
war. The demands of war could not be denied if France was to 
live. She tried to meet them. This meant a scarcity of other 
things, and it could not be avoided. 

The story of France in this matter is the story of all the other 
nations at war, and it reveals a homely truth applicable to times 
of peace as well as war. There are very few things which are as 
free as air. Productive energy must be expended to make things. 
Energy consumed in making one thing can not be used for making 
something else. There is only a limited amount of productive 
energy available at a given time. If we wish to apply large 
quantities of goods to some one or some dozen wants, we must 
economize, and apply a small quantity to other wants. No 
permanent relief comes even from increasing productive energy, 
for our wants increase very rapidly also. We, as a society, shall 
always have to economize. Some of us may have to economize 
more than others. Economy may be more important at one time 
than at another. The fact remains — we as a society shall always 
have to economize. We can not gratify all possible wants 
without limit. 

PRICES AND PROFITS DIRECT PRODUCTIVE ENERGY. 

The statement that we as a society shall always have to econo- 
mize is true of a small community, of a large nation, and even of 
the peoples of the world as a whole. The war has demonstrated 
this. As soon as the war started, France and her allies, especially 
England, began to make use of another great feature of our life 
to-day, the interdependence of nations, and brought from other 
countries, particularly from the United States, great quantities 
of war materials. We had long been a peaceful nation, and otir 

12. Explain in detail the difference between the ways France and the 
United States readjusted their industries. Which way accomplished the 
readjustment more quickly? 

13. Suppose some one gave you $2,000 to start a machine shop. Try 
to work out, in order, the steps you would take. Try to estimate the 
number of people who would be affected by your actions. 

14. What things have you heard about that are now made on a large 
scale but were not made before the outbreak of the war? 

15. Some war goods go from Chicago to London. Try to estimate 
how many people will help in the transfer. 
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business men were not, at the outset, making many of the things 
needed for war. As in France, a readjustment had to take place 
in our industries, but the readjustment was not brought about 
in the same way. In France, many of the workers were already 
soldiers, and the military authorities could assign them to the 
plants which were making war materials. This was not possible 
in the United States. Instead, another significant though com- 
monplace device of oiu* industrial society was used. France and 
her allies offered liigh prices for all kinds of war stuffs, and this 
meant large profits for the men who were willing to make these 
goods. Thus our business men were persuaded to hire laborers, 
buy or make appropriate tools and machines, remodel or build 
factories, and proceed to make guns, shells, explosives. Army 
shoes. Army blankets, chemicals for military purposes, traction 
engines, ambulances, '* tanks," barbed wire, Army motor trucks, 
and the many other materials of war. These things crossed the 
ocean in streams. They scarcely took off the edge of the appetite 
of greedy Mars. Our business men were persuaded by continued 
high prices for war goods to turn more and more of our productive 
energy into these channels. This meant a lessening of the pro- 
ductive energy available for other needs, and soon there developed 
in this country a scarcity of goods not used for war. Then the 
prices of those goods rose. Without being conscious of it, this 
was the method of persuading manufacturers to make ordinary 
goods m larger quantities. 

It becomes clear why, even before the United States became 
one of the participants in the war, prices of ordinary things rose 
very rapidly. It becomes equally clear what is meant by saying 
that in modern society prices and profits constitute a device by 
which men who direct productive energy are persuaded to make 
the things that are desired. It is quite remarkable how true it is 
that nearly everything we want has been produced and is waiting 

i6. "Profits direct productive energy." How? Is productive energy 
directed by any other means ? 

17. How do you account for the fact that, speaking generally, the 
things which are produced are the things we desire? 

18. How does it happen that we are not all doing the one thing, 
such as making watches, for example? Is there any law against it? 

19. Does society let all of us do anything we choose? Would society 
Jet you practice medicine, beginning to-morrow? 
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for US to consume it. This is because business men have, through 
hope of profits, guessed or estimated our needs in advance and 
have directed productive energy into the desired channels. 

THE INTERDEPENDENCE CHARACTERISTIC OF MODERN UFE. 

* 

Other happenings of the war showed us how true it is that one 
of us may be vitally affected by what another does; how true it 
is that few people to-day can live their own lives, but rather are 
units in a great, organized, interrelated society. Start a large or 
significant force operating in one place in our society, and its 
consequences are felt literally to the ends of the earth. 

Very quickly after the outbreak of the war, ships owned by 
citizens of the central European powers were swept from the 
seas. Some were destroyed; others were interned in neutral 
harbors. They were no longer available for carrying goods. The 
nations which were fighting the central European powers con- 
trolled the seas and, without great danger at the outset, they 
continued to carry goods. Here, again, war's wants had to be 
met first. England and her allies needed ships to carry troops, 
to chase submarines, and do scout and patrol duty. Ships can 
not be built in a short time. England had to take for War pur- 
poses ships which had been engaged in carrying cotton, meats, 
wheat, flour, etc., between the various nations of the world. 
These ships were assigned to war uses in great numbers. To 
meet the needs of commerce there were restored to service old 
boats which had been discarded. Ships previously engaged in 
coastal trade were put into transoceanic traffic. 

In spite of all that could be done, however, there remained a 
shortage of ships. Bad matters speedily became worse. Germany 
began to sink ship tonnage by means of her submarines. Ton- 
nage, as used in ocean traffic, means the content or burden or 

20. "A large force operating in one part of our society is felt literally 
to the ends of the earth.'* Find some other illustration of this than the 
one given in the text. 

21. Ask your druggist what has been the result of the war on the 
prices of drugs. Ask him the reason for that result. 

22. What is coastal trade? Taking ships out of coastal trade puts a 
heavier burden on our railroads. Why? 

23. What is social control? Does a trade-union exert social control? 
Does a church ? Does a business man's club ? Does a court ? 

24. What is a business man? Name 10 different kinds. Is a lawyer 
a business man? Is a farmer? Is a teacher? 
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carrying capacity of a vessel, and it is customary to regard 40 
cubic feet of space as i ton. It has been computed that we and 
our allies had at the opening of the war about 26,000,000 tons of 
shipping available for over-seas traffic, and that neutral ship- 
ping to the amount of 6,500,000 tons could also be used. Mak- 
ing allowance for new building, the submarines of the central 
powers have probably caused by the middle of 191 7 a net loss of 
2,500,000 tons and have frightened from the seas an additional 
1,500,000 tons. This means that freight can not be moved 
between nations in accustomed quantities, and it is interesting to 
see how that fact affects even the members of families living 
inland, who have never seen the ocean or a ship. 

It will be remembered that our business men were eagerly 
engaged in making things to send to Germany's enemies. These 
goods moved to the seaboard in freight cars, and the expectation 
was that the goods would be transferred from the cars to ships 
and that then the cars would be released for other work. But 
when the cars arrived at the seaboard there was a scarcity of ships. 
There were not enough warehouses and storage places to hold 
the goods; so they were left on the cars. Presently scores of 
miles of freight cars were on the sidings of railroads leading to 
the Atlantic coast. Somewhat later it became painfully appar- 
ent that these cars standing on the sidings weie not available for 
carrying the things which they carried in times of peace, and peo- 
ple living inland could not get the coal, wheat, clothing, and other 
things they desired. Business men could not get satisfactory 
deliveries of the coal and raw materials they needed to conduct 
their business and could not be prompt and efficient in delivering 
finished products to customers. Closed factories, disrupted indus- 
try, and poorly satisfied wants came to many parts of the United 
States as a consequence of fewer ships for commerce. Society is 
very interdependent. 

25. "The incessant demand for war goods causes a scarcity of goods 
not used for war." Why? 

26. Do your shoes cost more than a similar pair cost prior to the 
outbreak of the war? Your shoes are not Army shoes. Civilian shoes 
are not in as great demand because the soldiers are now wearing Army 
shoes. Why, then, should civilian shoes cost more ? 

27. Books are not shot out of guns at the enemy. Why should the 
war cause paper to go up in price ? 

28. "Every time you waste a slice of bread you hinder the making 
of munitions of war and delay victory." What does this mean? 
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• DIRECTING PRODUCTIVE ENERGY BY SOCIAL CONTROI^. 

We have seen that prices and profits form one of the devices for 
getting productive energy into the desired channels. This is not 
the only device. There are cases in which it is not the best 
device. For example, the high prices of goods resulting from 
having freight cars tied up could not release these cars or cause 
more to be made overnight. In this case, another way out of the 
difficulty was adopted. Society stepped in and through an 
organization or committee made rules governing the movement 
of freight cars. 

"When society, acting as a whole or acting through some com- 
mittee, such as a legislature, controls or regulates activities, we 
call it social control. If the control is exercised through some 
such vague means as public opinion, we are likely to say it is un- 
formed or imorganized social control. If the control is through a 
law or the act of some body of oflBcials or some similar definite 
agency, we call it formal social control. Whether formal or 
informal, the essential point is the same. Society as society is 
regulating things. 

A good illustration of how society, working through its agent 
or servant, government, may set about controlling things in a 
formal or conscious way is seen in the work of the British Priority 
Committee. This committee was formed by the English Govern- 
ment to see that important things were given right of way over 
unimportant things. England at war could not leave to prices 
and profits the determination of what was to be made first. 

It is not a simple matter to satisfy all the needs of war. The 
nations must economize and will have to economize still more 
Even of a single war commodity, such as steel, there is not enough 
for all purposes, and a decision must be reached concerning how 
much may go to each purpose. 

, _ I ■! - - • I  mil j_i iiL_i Li__w_ Lj_ I I  _^i^^i J ■!■■! ji— M^^^^H _j_ J  .ma^ iX-J«-i— l-l^ , 

29. "There must be some error in this notion that food is scarcer 
than usual. There is just as much land as ever, and the sun and rain 
still mature the crops." Reply to this statement. 

30. **Mars thmsts his brutal hand into the home of every civilized 
family, even in the nations not at war, and takes food from women and 
children." What does this mean? Switzerland is not at war. Why 
do her women and children suffer? Chile is not at war. Does Mars 
have his hand in the homes of Chile? 

31. Would we need laws concerning theft if aU goods were as free as 
air? Show that laws,^ judges, courts, and policemen are necessary, in 
part, because things are not free as air? 

66510^—18 2 
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In the English experience the Admiralty wanted steel for battle- 
ships; the Ministry of Munitions wanted steel for guns and shells 
and areoplanes; the Agricultural Department insisted that the 
stock of agricultural implements be kept up to raise crops to feed 
the soldiers. At the same time, the railways carrying supplies for 
the navy required new rails, and various business concerns manu- 
facturing munitions needed steel for replacing machines that were 
worn out. These are only a few of the many war demands on 
steel. 

This is the way the British Priority Committee apportioned the 
various demands. It classified or graded possible orders for such 
things as steel, timber, and explosives, according to the relative 
importance of the orders for war purposes. Class A means Gov- 
ernment war orders; class B covers things immediately required 
to maintain continuity of output and normal stocks; class C 
includes everything else. Class A is divided into four subclasses 
again according to relative importance. All A-i work must be 
done before A-2, A-4 work before B work, and B work before C 
work. A manufacturer who has an order for shells must put it 
ahead of all other orders, except other orders of the same class. 
In doing this he may depend upon having priority in getting raw 
materials, men to work them, and railway service to transport 
materials and product. Here is a very effective device for guar- 
anteeing that the important things shall be done first. 

Social control is, of course, used in many other ways and for 
many other purposes. For that matter, the foregoing discussions 
concerning the cooperation of specialists in our society, the neces- 
sity of economy, the use of prices and profits to direct productive 
energy, and the interdependence of modem life, do little more than 
hint at the parts played by these factors in modem society. Much 
more remains to be told concerning all these matters in later 
lessons. In the later lessons, also, we shall learn something of 
the significance of machinery industry, private property, com- 
petition, speculative industry, the wage system, and the indi- 
vidual guidance of industrial activity. But these are other 
stories. 

REFERENCES. 

Clapp, E. J. — ^Economic Aspects of the War. Yale Univeraty Press. 

Financial Mobilization for War. A series of papers published by the Gty Club of 

Chicago, 19x7. 
Current magazines and current accounts in the daily papers. 
Ai<o general references at the beginning of the lesson. 
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LESSON A-2. THE WESTERN PIONEER.* 

Toward the close of a spring day in the eariy seventies a *' prairie 
schooner/' canvas-covered and dusty, made its way slowly over 
the prairie of what is now a western State. 

The wagon was drawn by a pair of tired but powerful horses. 
Led behind, trailed a jaded mustang. On the wagon seat was a 
large-framed, bronzed-faced man. He was thin, gaunt, aiid stoop- 
shouldered, but his deep chest and great hands indicated strength 
and endurance. His eyes were clear, his face bearded, and his 
brows drawn into the scowling squint that comes from living in 
the glaring sunlight. 

For many days this man had been driving westward over the 
prairies. He was seeking a new home. He had left a wife and 
four small children in the settlements 200 miles behind and had 
gone into the open unsettled country to lay claim to land, build 
a house, and make certain that a living was to be found before he 
returned for his family. 

As he rode his resitless eyes were continually roving over the 
plains. Partly, he was on the lookout for danger, for the Indians 
had not yet entirely abandoned their claims to this territory ; but 
even more carefully he was looking for the location that he could 
feel sure would yield him and his family a living. 

Time and again, when he had camped on the bank of a river 
or in a sheltering grove, he had carefully studied the surrounding 
country, considering whether it was the sort of spot he was seeking. 
At times he had camped for several days on one location, half 
convinced that nothing could be gained by going farther. But 
always he had decided to move on; always he had decided that a 
spot could be found where a better living could be made or where 
a good living could be made more easily. 

He came, however, upon a locality which at once pleased him. 
He brought his team to a willing stop and decided to camp for 
the night. His horses were watered at the river, at the bank of 
which he had paused, and were then tethered. His simple re- 

* Prepared by Leverett S. Iryon, instructor in the University High School and the 
School of Commerce and Administration, University of Chicago. 

Modem life is very complex, and we shall tmderstand it better if we begin with 
a simpler condition; therefore this account of how a pioneer met his relatively simple 
wants is introduced here. It showls something of the kinds of wants men have, and 
how important it is to have good natural resources and able men in order to meet these 
wants well. It shows how a society can satisfy more wants than can be filled by 
isolated men and can do it more easily. 
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freshments over, he crawled tmder his^wagon, rolled into a pair of 
heavy blankets, and was soon asleep. 

NATURAL RESOURCES ARE IMPORTANT TO THE FRONTIERSMAN. 

The next morning the pioneer began to survey carefully the 
locality around him. He observed the land to be a slightly rolling 
prairie. The soil was black and, from the rank grass that covered 
it, appeared capable of producing a variety of crops. A river 
of fair size meandered across the plain. Along its banks cotton- 
wood, oak, walnut, and other trees grew thickly at places; and 
where smaller streams joined the river the trees spread into dense 
groves. 

The river and the smaller streams proved to be well stocked 
with fish, and frequent herds of buffalo and antelope could be seen 
on the prairie. Jack rabbits and prairie chickens now and again 
started out of the grass ahead of him. and in one of the groves he 
saw a pair of prairie wolves skulking out of sight. The banks of 
the stream showed that mink and muskrat made their homes there, 
and several flocks of geese and wild ducks could be seen feeding in 
a marsh farther down the river. 

The pioneer knew well from the reports of explorers that the 
climate of this whole region is varied; that although the summers 
are at times extremely hot, the winters are, often for weeks, cold 
and snowy. The rainfall is, he had been told, usually sufficient 
for producing crops; the winds are generally moderate, though 
occasionally violent, and the air is healthy and bracing. 

The more carefully the frontiersman siu^eyed this locality, the 
piore favorably was he impressed by its many desirable qualities. 
He saw that nature had provided here a storehouse from which 
he could draw a comfortable if not a luxurious living. In the rich 
black soil he saw the possibility of good crops of wheat, com, and 
oats; while to secure hay for his horses he needed only to cut and 
cure the natural prairie grass. The trees, of the groves and along 
the river offered him the natural resources for satisfying a variety 

1. Get time-tables from the agent at the railroad station and trace the 
routes of at least three transcontinental railroads. 

2. Do you know anyone who has taken up a claim? How did he do 
it? What is the homestead act? Is land still open to occupation under 
the terms of the homestead act ? 

3. This pioneer went alone. Have the settlements of recently opened 
lands been made by single pioneers traveling in prairie schooners? 
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of wants. The oak and walnut trees could be cut into logs from 
which a cabin of strength and warmth could be built. Their 
tough fibers would make a fort-like protection against the bullets 
of possible enemies. For other buildings, stkch as a stable for his 
horses and a shed for his wagon, the softer, more easily worked 
cottonwoods might do. He could easily get the raw materials 
for constructing furniture, for repairing his farm implements, or 
for making new ones if occasion required. The underbrush and 
dried limbs that had fallen would give him, with very little work, 
a plentiful supply of firewood. 

The frontiersman was particularly pleased with the abundance 
of game. He knew well that his best efforts could not prociu-e a 
crop of grain before early autiunn, and in the meantime the buf- 
falo, the antelope, the prairie chicken, and the fish would furnish 
a plentiful supply of food for his table. The hides of some of 
these animals could also be used for clothing and as a covering 
for the floor of the cabin which he intended to build. The fron- 
tiersman was satisfied; he decided that he would end his pil- 
grimage and establish his new home in this place. 

Temporarily this frontiersman could rely largely on the things 
which he brought with him on his journey. He had under the 
cover of his ** prairie schooner " some tools and simple farm imple- 
ments and a fair supply of seeds of various kinds. His bacon , sugar, 
and tea had not been entirely consumed. Some wearing apparel, 
bedding, a clumsy stove, and a few cooking utensils and dishes 
he had with him. While the weather was warm, his wagon would 
furnish him sufficient shelter. But these conditions could not 
be relied on permanently; the weather would turn cold and his 
provisions would run low. To make a permanent home here he 
must make this locality yield him a living. 

THE- SEI.F-SUFFICING PIONEER CAN NOT SPECIALIZE. 

Within a few months the pioneer built himself into his new sur- 
rotmdings. Everywhere are evidences of the natural strength 

4. What are the conditions for which frontiersmen would naturally 
look in selecting a place for their homes ? 

5. Find a picture of a prairie schooner. Why did the frontiersman use 
this method of travel ? 

6. When was it first possible for one to travel to the Pacific Ocean on 
a railroad? 

7. Suggest some ways in which a mustang would be a valuable part of 
a man's possessions. 
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and skill which he used in making over the raw resources about 
him into things to meet his wants. In the side of a small hill he 
cut a clean perpendicular face. This. flat surface was made to 
serve as one wall of a house, while the other three sides were 
made from logs. Between the logs of these walls were many 
wide cracks and small crevicea not yet closed, though on the north 
side of the cabin they were effectively stopped with mud. 

The roof of the new cabin was constructed of rafters of small 
logs overlaid with sod, in some of which the grass had not dried 
but grew as freshly as before it was taken from the prairie. The 
floor was rough and uneven, though the frontiersman made some 
attempt to smooth the sxuface. There is but one room and that, 
though ample for the needs of this single pioneer, was not large in 
size. The clumsy stove furnished means of heating and cooking. 

All about the room were evidences of new devices which the 
frontiersman made in an effort to satisfy his needs. These 
showed ingemiity, patience, skill, and strength, but indicated 
clearly that though the frontiersman is a jack-of -all-trades he 
was not a master of any of them. The workmanship of the cabin 
showed plainly that he was skillful with an ax but suggested 
equally clearly that the aid of a sawmill would have resulted in a 
much better structure. As a carpenter and woodworker, he could 
not claim to be more than a fair hand; and when ironwork was 
needed, he was handicapped both by a lack of materials and by a 
lack of skill. A pair of wolfskins carpeted the floor, and over 
the bed a half-tanned buffalo hide supplemented the blankets. 
The tanning process had not been by any means perfect, and the 
hair that came easily from the dried skins was scattered about 
the room and the bed. 

Outside the cabin was the frontiersman's farm. A number of 
acres of ground had been plowed and a fair crop of com was 
ripening. At farming he was at his best, as long practice before 
he left the settled country had given him a considerable degree 
of skill and knowledge in this work. Nevertheless, from the 
number of weeds that pervaded part of his cornfield, it was 

, I I -| - -   1 1 - • —  — ' , 

8. What are the natural characteristics of Iowa and Missouri that made 
them more attractive to settlers than the Territory of Dakota ? 

9. Make as long a list as you can of the ways in which the following 
resources could be of significance to the frontiersman: Soil, rivers, tem- 
peratu|:e, minfalli wind, the flora, and the fauna. 
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apparent that he was handicapped by a lack of implements or 
by the necessity of turning to other work when his com needed 
attention. 

In addition to the work in his cornfield, he had done the labor 
necessary to break the sod for a new field. In this he would sow 
during the autumn a crop of winter wheat. Jle was not certain 
that his wheat seed would survive the winter in this region, but 
he had no method of finding out other than by experiment. 

The pioneer used good judgment in the distribution of the time 
that he had at his disposal. He succeeded in getting his cabin 
nearly enough completed to furnish a fair protection during the 
winter, and at the same time he had not seriously neglected his 
farm. 

HIS BRIDGE ILLUSTRATES THE IMPORTANCE OF CAPITAL GOODS. 

He realized that it sometimes pays to *'make haste slowly," 
He constructed a bridge across a sharp ravine lying between his 
house and his fields. The bridge, crudely built of logs, required 
the work of several days, but several times each day it saved him 
the time that would have been consumed in driving his team to 
a place where they could cross safely. The bridge was but one 
illustration of several things he had done the better to wring his 
living from nature. For example, he built a bam. He repaired 
several of the tools he brought with him, and he made a crude 
plow and a wooden harrow. 

HIS ENVIRONMENT INFLUENCES HIS WANTS. 

Much as the conditions around the pioneer changed, they 
changed no more than the pioneer himself. He found that his 
wants expressed themselves in different ways. Although more 
hungry, more thirsty, and more tired from his arduous work than 
he had ever been before, he did not think of the satisfaction of 
these wants in the same terms that would have occurred to him 
when he was back in the settlements. WTien he was hungry, he 

10. If your father were planning to move to a new location, either in 
your town or elsewhere, would he consider carefully all of the things men- 
tioned in question 9? Think carefully why, or why not. What would 
be the considerations that would be most likely to determine his choice, 
and what light does this discussion throw on the organization of a modem 
community? 
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was most likely to think how satisfying would be a large piece of 
roasted bufFalo meat and a slice of com bread of his own baking, 
made of his dwindling supply of meal. 

Thirst expressed itself to him in a desire for nothing but the 
water that he habitually drank from the clearest stream in the 
neighborhood. When worn with work, it was for the comfort of 
his skin-covered bed that his body yearned. As the clothes that 
he brought with him became worn and cut by the rough work of 
htmting, carpentering, and farming, he had no thought of re- 
placing them from the stocks of haberdashers. "Wearing qual- 
ity " had for him become more and more important, and for this 
ptupose the home-tanned skins of animals were well suited. 

A cotton shirt still survived the wearing work of the farm, but 
his soft felt hat had been replaced by a squirrel skin cap of his 
own making, and in place of shoes he wore a pair of moccasins 
m^de from the hide of an antelope. What other people were 
wearing or what they might think of his clothes was of decreasing 
importance to him. The fashions of settled commtmities did not 
reach him; he was tmder the criticism and comment of no one, 
and in fact he gave the whole matter little thought. As the 
clothes that he brought with him wore out, or as his household 
utensils or farming implements were broken or gave way, he re- 
placed them from the raw materials at hand in the way that best 
suited his needs. 

NO SCHEDULES GOVERN HIS ACTIONS. 

In spite of the fact that the pioneer was fairly well established 
on the prairie farm, he seemed to be as crowded with work as he 
was in the early days of his first settlement. In fact, it seemed 
that tasks multiplied rather than diminished. At whatever hour 
he arose in the morning, his first task after his horses were fed 
and cared for was to prepare his breakfast. His hovir of arising 
was, however, becoming very irregular. Sometimes he was up 
at sunrise* and early at his work; at other times when especially 

11. If you live in a town or city, try to find out, perhaps from a local 
grain or feed dealer, where the com, hay, and other feed used in your 
town come from. Find out where the coal and wood used in your home 
come from. 

12. Is game ever eaten on your table? If so, what kinds? Can you 
find out where it comes from? Can you learn the locality from which 
comes the fur used in any of your clothing? 
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exhausted from the preceding day or when heavy rain made work 
on the farm impossible, he slept far into the morning. If he was 
on a hunt which took him far over the prairie, he was not dis- 
turbed so far as regular hours are concerned if he did not get back 
until late in the light; or if a storm threatened when he was 
anxious to complete certain outside tasks, he would work as long 
as it was possible to see what he was doing. His time was his 
own. No one else was concerned with or disturbed by his irregu- 
larities and he went about his daily duties more by the spirit than 
by the clock. 

HE FINDS HE IS A GREGARIOUS ANIMAL. 

The pioneer was reasonably well fed, clothed, and sheltered. 
Those wants, changed somewhat in character by his environment, 
were met in at least a moderate fashion. Even concerning these 
wants, however, he did have periods when he wished a more 
varied diet. The bacon he brought with him lasted hardly a 
week after his arrival; his supply of sugar, flour, and tea was so 
low that he used them in miserly fashion. There remained the 
abundant game and wild berries of his environment, but more 
and more he thought of the sameness of his food. 

But he had other wants which in his isolation he could not 
gratify. This fact was impressed upon him when for several 
days in succession he saw smoke signals of Indicms. So far as 
he knows, the nearest soldiers were at the Government fort 100 
miles farther west. If an attack should come, he must defend 
himself. He was no coward, but during several days he aban- 
doned his work and watched. He had time and occasion dtuing 
these days to think of the advantages of community life. He 
was impressed as never before with a great sense of his aloneness, 
his self-dependence, his isolation. He thought of the comfort 
that would come from having his family with him and the con- 
fidence and aid that he could find in neighbors. He realized well 
that neighbors bring new responsibilities and put restraints upon 
his absolute freedom. If neighbors come, they might question 
his right to the best areas for farming; they as well as he would 

13. If you move to another town, you would not need to carry sup- 
plies, as the frontiersman did. What would you carry into the town, 
and what assurance would you have that you could get supplies? 

14. In constructing a cabin of heavy logs, do you imagine two men 
could do more than twice as much work as one? 
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make inroads on the supply of game. Tracts of timber would 
be preempted by others and he could no longer cut trees where 
he chose. He had come into the west to build his new home 
unhampered by the restraints that come from living in contact 
with other people, and he knew that if other settlers arrived he 
would find himself, subjected to the will of other individuals and 
of the society that would grow up around him. 

On the other hand, he saw that he would be safer in many ways 
if friends were arotmd him. They would help protect him from 
the Indians. Very likely there would be a physician among 
these friends who could help him in case of accident or sickness. 
In addition to increased safety, he reflected, he would gain by 
having friends to help him in the heavier tasks. He remembered 
very clearly the toil involved in building his house by himself. 
And above all, now that he had time to think about it, he fotmd 
that he was very lonely — that he wanted to see the faces and hear 
the voices of other people. 

Even after all signs of impending trouble from the Indians 
disappeared and he was again about his work, he still turned these 
matters over in his mind. Finally, his thoughts resolved into the 
decision that he would not wait imtil spring, as he had intended 
before returning to the settlements for his family. He decided 
that as Soon as his grain was harvested and under shelter he would 
imdertake the journey to the settlement and bring his wife and 
children to their new home in the West. He decided, moreover 
that he would encourage others to follow his trail the coming 
year. He would tell of the richness of the land, the supply of 
game, the salubrity of the climate, and of the comparative ease 
with which these could be turned into want-satisfying goods. 
He would point out that a group working together in the midst 
of such abundant resources should be able so to conduct things 
as to have a rich, full life. He would make every effort to bring 
people into the locality where he had lived alone and to convert his 
isolation into a commtmity. 
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LESSON A-3. THE COOPERATION OF SPECIALISTS IN 

MODERN SOCIETY.^ 

When John Thurston graduated from high school he was 
anxious to find a job. He wanted to go to college, and expected 
to go eventually, but his father insisted that he should work at 
least a year before he went. John did not know whether his 
father could aflford to send him to college. He did not know 
definitely how much his father earned, and he knew even less 
about how much it cost to pay the rent, the grocery bills, to 
supply clothes for his father, mother, two sisters, and himself, 
and to meet the other miscellaneous expenses of maintaining the 
home. 

Sometimes he thought that his father was not very generous 
about the college matter. At other times he decided that his 
father needed his help. Taking it all together, he knew very 
little about his father's business or about any other business. 
He found, on thinking the matter over, that he had taken his sup- 
port very much for granted and had given very little thought to 
the kind of world he lived in or to how it came to be what it is. 

At all events, he was now interested in getting a job. A few 
days after graduation, sitting at the dinner table, he told his 
father, who was a factory inspector, that he thought he would 
like the automobile business. He decided to try to get a job 
at the automobile factory in the south end of the city. *'If I 
cotdd get in there," said John, "I ought to be able to learn all 
about the business in a year." 

"Learn the business/' laughed John's father, ''all of it, in a 
year, and while you are working 10 hours a day at some specialized 
piece of work ?" 

"Son," he continued, "you should get a few ideas about how 
the world is put together nowadays and some general notion of 
how business is carried on before you decide about the kind of 
beginning you will make. And I am by no means sure that going 
to work in a business is the best way of learning about that busi- 
ness as things are now organized." 

* Prepared by Leverett S. Lyon, instructor in the University High School and the 
School of Commerce and Administration, University of Chicago. 

This story of a modem boy and his discovery of the complexities of modem society 
makes a sharp contrast with the preceding lesson. It shows that our society is made 
up of cooperating specialists, using machine industry, and that the whole of modem 
life is subject to social control. 
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"Well," said John, '* if going to work isn't the best way to leam 
business, what is the best way ? " 

** I am not sure that I know," returned his father, "but do not 
be in a hiury. Business to-day is a big and complicated aflFair; 
there are a lot of parts in it, and these parts are related to each 
other in a way that you know very little about. Let us spend a 
few days looking things over before plunging in for life." 

"All right," said John, " I am in no hurry to go to work. When 
shall we begin looking?" 

"To-morrow morning," said his father, "I am going up to 
inspect a shoe factory and I will drop you off at the Snow Flake 
Flotu: Mill. You may as well start by seeing something of where 
our bread comes from ; that is a simple, everyday affair and ought 
to be easy." 

THE FW>UR MILL. 

The next morning the Thurstons arose early. John's father 
said he wanted to make his inspection at the shoe factory before 
the day shift went to work. They tried to catch the car that 
passed the house at 6.30 but missed it and caught the one at 6.45. 
As they approached the Snow Flake Mill, which looked like a 
group of several factories and a large grain elevator, the whistles 
were blowing 7 o'clock. 

A crowd of men who appeared to have worked all night were 
leaving the mill yard; and a few stragglers, apparently late for 
their day's work, were hurrying into the gate. John and his 
father went to the office, where John was introduced to Mr. 
Walling, the manager, and their errand was explained. Mr. 
Walling was very willing to have John shown through the mill. 

John learned that the process of making flour was a long one, 
involving many separate operations. There were three funda- 
mental processes through which the grain passed: Cleaning, 

1. How could one who has decided to go into business find a suitable 
place? Are there agencies or organizations which assist in solving such 
problems? 

2. Everyone is naturally anxious not to go into a kind of work which 
is being abandoned in our society. How can one find out about such 
matters? 

3. Talk with several friends who have been working in banks, offices, 
or factories for a year or two, to see whether they think they are pro- 
gressing in general knowledge of the business. 
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tempering, and reducing. The wheat was brought into the mill 
by cars from which a man operating a huge power shovel dumped 
it into a great storage bin. From the bin it was elevated to the 
top of the mill by an endless chain of large steel cups. At the 
top of the mill the wheat was weighed, and then the process of 
cleaning began. First, it was screened to remove husks, dirt, 
and weed seed. It was then sent through the metal brushes of 
a scouring machine and into a washer to remove other dirt. After 
this the tempering process began. The purpose of this was to 
put the wheat in the best condition of hardness or softness for 
grinding. Heat and moistttfe were applied by various machines 
to make the outside covering of the grain, or the bran, tough 
so that it would remain in large pieces when the kernels were 
broken. The interior of the kernel was put into such a condition 
of hardness that it would break and crush as the miller desired. 
When the wheat was properly tempered, the grinding or reduction 
process began. This, John saw, was accomplished by passing 
the wheat through a series of six or seven sets of steel rollers. 
Each of these sets of rollers crushed the wheat somewhat. Each 
crushing was called a ** break/' After each break, before the 
wheat was sent into the next set of rollers, an effort was made 
to extract as much of the bran as possible from the crushed wheat. 
To accomplish this, the broken grain was poured into large 
sifters. These were somewhat like the flour sifter which John had 
often seen his mother use, but very much larger. As they con- 
stantly revolved, they sifted the crushed grain through a series 
of sieves made of silk or fine metal wire cloth. The cloth was called 
"bolting cloth,*' and the whole process was spoken of as "bolting " 
the flour. John was told that only a small part of the wheat came 
through the first set of sieves. That which did come through was 
sent through the purifier and was put up as a low grade of flour. 

4. Talk with some friend who is working in a machine shop to find 
out whether he knows where and how to buy the raw materials and 
where and how to sell the finished goods. 

5. What is to be said for and against the statement that one learns 
a business by working at it? 

6. What are the other wa3rs of learning a business ? 

7. What institutions are there that undertake to prepare people for 
business? What is the length of their courses? How could one find 
out about the quality of the work which they give? 
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The crushed grain that did not pass through the first sieves was 
then sent through a second set of rollers, or what is called the 
second * * break. ' ' Again a small amount of flour was sifted through 
the bolting cloths, and the rest was taken to the third break. 
Before John was through, he had watched the grain pass through 
six or seven sets of these rollers, or as the mill men spoke of the 
process, through six or seven "breaks." After each break the 
broken kernels were bolted or sifted. 

John learned that some flour was sifted or bolted out after 
each break, and that finally the stream of broken grain was 
cleaned of bran by a **bran duster." Before any of the bolted 
flour was ready for packing it was put through a "purifier," where 
very fine sieves and light currents of air took out the remaining 
impurities. 

John was surprised to see that when the flour came through all 
these many operations it was rather dark in color, not white like 
that which he had seen his mother use in the kitchen. He was 
shown, however, that the whitening or bleaching was accomplished 
by spraying the flour with a stream of air containing nitrogen 
peroxide. This chemical, he was told by the mill men, whitened 
the flour by decolorizing the oil of the wheat. 

When the flour was finally ready for the bags, it was dropped 
into a large chute at tlie lower end of which was a hollow cylinder. 
This cylinder was psut of a padcing machine; the bags were 
slipped over the lower end of it and the flour was packed almost 
automatically. The bags were of the various sizes which John 
had frequently seen in grocery stores. The larger ones were made 
of cloth and the smaller ones of heavy paper. 

Last of all, John was taken into the mill laboratory. There he 
saw the entire floiu- mill set up and operating in miniature. With 
this, experiments were being made by mechanical engineers who 

8. Do institutions commonly aim to prepare people for the lower 
grades of positions or to become managers ? 

9. Look up advertisements published by correspondence schools and 
decide from a careful reading whether all of the promises that they make 
are likely to be fulfilled. 

ID. Do the street cars in your town or city operate on a regular sched- 
ule? Suggest some ways in which this makes them of more service. 
Make a list of other regularities in the community life about you. Com- 
pare the usefulness of a watch to you and to the frontiersman. 

II. ''It is amazing how much our life has been standardized and 
reduced to schedule. We even get our amusements by schedule." 
Illustrate. , 
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were trying to improve the processes in the Snow Flake Mill. 
He was also much interested in the work of the chemists. They 
were busy "tempering" wheat in various ways and then testing 
the kind of "break'* that would result when it was put through 
the rollers. Others were experimenting with new methods of 
bleaching or whitening the flour. 

Everywhere throughout the mill John had seen men at work, 
but many of them looked to him more like machinists than 
millers.. One was operating one machine; a second, another; 
others were wheeling and stacking bags of flour in a storehouse 
or loading them on cars. John was surprised to find how little 
these men knew about the various processes and the parts of the 
mill in which they were not working. When he asked for infor- 
mation, some of them could tell him quite clearly what was done 
by the machines which they were operating, but others seemed 
to know very little about the process except how to keep their 
own machines running. 

When his father called for him at noon, John talked excitedly 
about what he had seen and concluded his description, " It cer- 
tainly takes a great deal of machinery and a great many men 
doing a great many different things to produce the flour for 
bread. There must be scores of men in that mill, each one of 
whom is doing a different thing, and it must have cost hundreds 
of thousands of dollars to build that plant before it could have 
turned out enough flour for a single loaf of bread. " 

"Yes,'' said his father, "that is one way in which business of 
to-day differs from the business of my boyhood. It is much more 
specialized; that is, people work at some small part of a great 
process, and it is only by having all of these specialists organized 
so that they cooperate that good results are accomplished. There 
is more specialization in many factories than there is in that flour 

12. "The machine is largely responsible for the way we live on sched- 
ule." Explain. 

13. What do mills and business houses do in order to make sure that 
the employees will be on time? Why is it important that the employees 
should be on time? 

14. Find out something about the development of milling processes. 
What were the methods of milling flour used before the development of 
the numerous technical processes described in the text. 

15. What grinding processes are still practiced in the home? Why 
does one not ordinarily grind wheat and com in the home? On the other 
hand, why does one find mills for certain purposes in the ordinary 
kitchen? 
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mill. For instance, in the shoe factory which I inspected this 
morning there are hundreds and hundreds of men and women who 
are operating machines which do some small part of making a shoe. 
These workers know very little concerning any part of the work 
except the operation of their own machines. A lining stitcher sews 
together the different pieces of the lining; a "closer-on'* stitches 
the lining into the shoes. A "gang-punch operator" ptmches the 
holes for the eyelets. An ''eyeleter" puts in the eyelets with 
another machine. A ** hooker" puts in the hooks with still 
another machine. In working on the heels, a "heel slugger" 
drives into the heels a row of brass or steel nails. A "heel-trim- 
mer" trims or shaves the curved edge of the heel. A "heel- 
scourer" sandpapers the heel. A " heel-breaster " cuts the front 
of the heel with a knife driven by a foot lever. A boy called an 
"edge-blacker" blacks the edges of the heels with a brush. An 
"edge-setter" hardens this blacking with a block of steel cut to 
fit the edge and heated by gas. There are separate persons to 
stamp on the name of the company, to polish the shoes before 
they are inspected, to inspect them, to put in the laces, to wrap 
them, to box them, and so on almost indefinitely. In the entire 
factory there are more than loo little specialized tasks nearly all 
of which are done by machinery. Each piece of machinery is 
operated by some one person who does nothing else and has very 
little opportunity to learn anything about any other part of the 
work." 

THE COOPERATION OF SPECIALISTS. 

" And all those people must cooperate in their specialized work 
to turn out a single pair of shoes? " asked John. 

" Yes," said his father, " and in some factories this specialization 
is carried even further. In the large meat-packing plants, as 
many as 9 or 10 diflferent men will work merely on the hide of 

16. Go to the kitchen and try the experiment of sifting either flour 
or some other material and find out why some sifting processes are still 
carried out in the home. 

17. Many of the materials used in modem life are either bleached or 
artificially colored. What is the motive of the manufacturer in making 
these changes in the natural color of material? 

18. Are any bleaching processes carried out in your home? If so, 
what are the chemical agents used? 

19. The present war has led to great increase in the price of wheat. 
This has also led to a change in the price of a loaf of bread. Find out 
some of the reasons for these effects produced by the war. What steps 
has the Government taken to check the rise in prices? 
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an animal. One does nothing but pull off the tail ; a second skins 
a part of the animal where the work is easy ; a higher-priced man 
has still a different part of the hide to remove, and so on, each man 
being an expert in doing over and over again his one specialized 
duty." 

"And I suppose, when you come to think of it," said John, *' all 
of the men working on that hide must be counted as cooperators 
with the fellows who are cooperating in the shoe factory." 

*'Yes; that is true," said the father, **the shoe factory could 
not run very long if the hides were not provided to make the 
leather." 

THE MIDDLEMEN. 

The next morning at breakfast Mrs. Thurston remarked, "John, 
before you and your father go out making any further surveys of 
the structure of industrial society or business organization, I 
should like you to run over to the grocery and get me a small sack 
of Snow Flake floiu'. We can't have it delivered; all the drivers 
are on a strike." 

"Snow Flake," exclaimed John, "That's the kind of flour you 
use. Why do you happen to use that brand, mother ? " 

' " I hardly know," replied Mrs. Thurston. " Perhaps it is because 
it is always advertised in the papers and magazines, so that I 
have always heard of that kind. Besides, our grocery doesn't 
sell any other." 

"So we eat bread made by all those men and machines that I 
saw yesterday," said John. "That makes Snow Flake interesting. 
Do you mind if I go to the bank before I come back? 1*11 deposit 
in my savings account that $io check which grandfather gave 
me as a graduation present." 

"Any time before night will do," answered his mother; and 

20. Can you name any improvements made in recent times in the 
cultivation of wheat ? 

21. There are a number of varieties and grades of wheat. How are 
the grades determined? Find out what you can about the different 
varieties and the special uses to which each variety is adapted. 

22. Are flour mills located in the regions where the wheat is grown? 
What are the conditions that decide where a flour mill shall be located ? 
Where are the great milling centers in the United States ? 

23. Is wheat raised in your community? If so, what varieties? To 
what extent ? If not, see if you can determine why not. If wheat is not, 
what is the principal crop on the farms about you ? Can you detemune 
why this crop leads ? 

66610*»—18 3 
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John was off. He stopped at the grocery and asked the grocery- 
man to have a sack of Snow Flake ready for him when he returned." 

*'And, by the way," said John, "of course you know Mr. 
Walling, the manager of the Snow Flake mill." 

"Who?" inquired the groceryman. "How should I know him? 
I have never been near the Snow Flake mill and I have never 
heard of Mr. Walling." 

" But you buy flour of them, don't you?" queried John. 

"Buy from them. I wish we could, and get millers' prices. 
They do not job flour; they never sell to retailers. No; we buy 
from Ray & Sons, the grocery jobbers. They buy from that mill 
and a half a dozen others — all grades of flour — and deliver to 
various grocers the kinds and amounts desired. We handle only 
Snow Flake XXXX; that is the best grade." 

"That puts many more people into the cooperation that fur- 
nishes me with a loaf of bread," thought John, " the jobbbers, the 
re1;ailers, and all the delivery men." Then he asked the grocery- 
man, "Why do you sell Snow Flake only?" 

"It's the only kind our customers want. Our customers all 
read the national magazines and the Snow Flake mill is a great 
advertiser. We advertise it a little ourselves in the newspapers 
so as to keep people asking for it." 

"It never occurred to me before that a groceryman had to 
consider what magazines his customers read," said John thought- 
fully. " In fact,^ a great many things about business had not 
occurred to me. Still, I have learned some things since yesterday 
morning." 

THE COOPERATTON OF THE BANK. 

At the bank John had just left his $io check at the window 
marked "3^% Interest on Savings," and had turned to go out 
when he saw Mr. Walling, of the Snow Flake Mills, smiling at him. 

24. Do you know of any industries in which special laboratories ex- 
periment with the manufacturing processes? Why is it better to have 
a laboratory than to make the experiments in the mill itself? 

25. Do mills and factories make use of the laboratories in schools and 
colleges ? To what extent does the Federal Government supply laborato- 
ries for industrial processes ? 

26. A mill or factory is known as capital goods. How far did a fron- 
tiersman have capital goods ? 

27. "One outstanding difference between the life of to-day and that 
of 200 years ago is the vast amount of capital goods we have to-day." 
Make a list of the consequences of this difiFerence. 
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*'Ah, that's what I like to see," said Mr. Walling; "money 
coming into the bank so I can get some of it out again." 

** I don't understamd. Do you mean that you get my money ? 
How can you do that?" 

**0h, I thought you tmderstood/' replied Mr. Walling. "You 
see, this is the season of the year when our company makes large 
purchases of wheat, and to do this we borrow money from the bank, 
paying it back in a few months, after the flour has been sold. 
Your money and that of many other depositors makes a large 
fund from which the bank can make loans. As not all of you will 
ever want yoin* money at the same time, all the bank has to do is 
to keep enough on hand to pay what is demanded. The law^ 
requires that a certain percentage of the deposits shall always be 
kept in cash." 

"So you and the others who borrow are the ones who pay me 
the interest that I get; and I, if my money helps you in your 
business, am aiding in grinding floiu" at the Snow Flake Mills. 
Am I right?" 

"You are certainly right," said Mr. Walling. "You and about 
two thousand other people who have deposits here cooperate with 
us whether you know it or not. The bank, you see, is simply the 
agent that collects the money so that we who want to borrow 
know where to find it. You who wish to lend small amounts 
would have a hard time finding borrow^ers without the aid of the 
bank. You see the bank is a sort of financial middleman." 

"You seem interested in such things," continued Mr. Walling. 
" I am going over to the board of trade now. Do you care to go ? " 

"I should like to go with you," answered John. "I have been 
there before, but I never knew what it all meant," 

AN ORGANIZED MARKET. 

As they approached the board of trade they could hear a great 
noise of voices. They entered the building and went up to a 
balcony where they could look down on the large room below. 

28. Ask your father and, if possible, your grandfather to tell you of 
any ways in which he thinks business of to-day differs from the business 
of his boyhood. 

29. wiiy should the factories in which shoes are made exhibit a higher 
degree of specialization than that shown in most other factories ? 

30. Where are the chief centers of the packing industry ? How did it 
happen that the packing industry was located at these center^? 
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In the center of the room was a circular platform 2 or 3 feet high 
and about as large as a circus ring. It was depressed in the center 
into a sort of saucer shape, and steps were around the entire 
outside. Swarming all over this *'pit/' as Mr. Walling called 
this platform, were more than a hundred men. All were making 
signs and shouting in apparently random confusion. 

*'Do not be misled by the noise,*' said Mr. Walling. "Every 
man in there knows what he is doing. They are buying and sell- 
ing wheat. Reports from all over the world about conditions 
that would make wheat scarce or plentiful come in here. The 
United States Government gathers the best of these reports, on 
rainfall, insects that destroy grain, needs in Europe — everything. 
If the reports indicate that the wheat crop will be small or the 
demands very large, the buyers like myself are compelled to pay 
a higher price than when the reports show a 'bumper crop.' 
The millers are among the largest buyers, and the warehousemen 
who buy from the farmers are among the largest sellers at this 
pit. You can see how much simpler it is for me to come here 
and have my agent or broker buy wheat than it would be for me to 
go out to the hundreds of farms from which it is necessary to secure 
wheat to supply our mill. If I had to buy from the individual 
farmers, I should not only have trouble in reaching each one, 
but I should never know what price to oflFer. I should never be 
sure that I could not get the grain cheaper by going to the next 
farm. 

'* Also, see how much simpler it is for the farmers and warehouse- 
men to have a central market to which all the big buyers come. 
Without central markets of this sort, they might have to depend 
on their own efforts to find the best buyers. They would always 

31. American packing concerns are establishing branches in South 
America. Why are they doing this ? 

32. Try to trace some of the ordinary commodities of life, like a shoe 
or a loaf of bread, through all of the different persons who cooperated in 
producing them. 

33. Are the grocers' deliverymen among the cooperators in giving us 
a loaf of bread ? Are the men who worked at paving the streets among 
them ? Are the people who pay taxes among them ? 

34. Have you ever known of a strike? Did it affect you personally 
in any way ? Can you think of any way in which a strike in ; ome distant 
city would affect you? Would one on steamship or railroad lines? At 
what centers would a strike be of greatest importance to the whole 
country? Could there be a strike in the post office? 
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be in doubt concerning what their grain was worth. If I should 
offer a certain price, they could never be certain that another 
buyer would not offer a better one. 

*• Here in these central organized markets all of us, buyers and 
seUers alike, can form an opinion from the mformation at hand 
concerning the total amount of grain produced and the need which 
the consumers of the world have for it. In our bargaining and 
dickering here, then, a price is determined which is really based 
on the demands of the whole world and on the supply of the whole 
world. Any one who wishes to buy or sell wheat can find out 
what the best-informed buyers and sellers think it is worth merely 
by referring to the prices at which wheat sells here. These prices 
are quoted in the newspapers and are sent by wire all over the 
country. As a result, even the ordinary farmer gets the benefit 
of all this machinery for gathering information and can tell almost 
as well what his wheat is worth as these brokers or agents who 
specialize in studying and interpreting this information. 

" It will be clear to you that this result could never be accom- 
plished without the aid of a great many people, and devices in 
addition to the ones you see here. Reports concerning the 
weather, the prospects of crops in other countries, the likelihood 
of peace or of war, flow in by mail, telegraph, and telephone. All 
the people connected with these agencies are thus cooperators in 
this enterprise. 

"One other thing also is very important. No great activity 
like this could go on without clearly defined rules. When men 
buy No. I northern wheat, they must know what kind of wheat 
that means ; they must know when they buy what obligations for 
payment they are assuming. The State government makes some 
of the rules, but a great many of them are simply common agree- 

35. Why are the various governments so anxious to prevent strikes 
in war times ? Is it not as important to be free from strikes in times of 
peace? 

36. From thinking over the preceding questions can you see what is 
meant by saying: "The public is a party to every strike." 

37. Ask some dealer what part of his expenditures go to advertising. 

38. Are there, beside the retailers in your town, grocery jobbers ? K 
so, try to find out what they do that is not done by the retailers. Find 
out whether the jobbers supply to different sections of your own town 
distinctly different grades of goods. 

39. What is a savings account in a bank, and what other kinds of 
accounts are there? 
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ments among the brokers. In all matters the rules which the 
brokers make control them quite as strongly as the laws of the 
State." 

*' Yes," said John, " I think I see. I also see that if the fanners 
in Australia raise a big wheat drop, less American wheat will be 
needed abroad. That means that the Snow Flake Mill will buy it 
cheaper, and my mother's flour will cost less. Or a war in Europe 
will make flour cost more, because if they are fighting they can not 
be raising wheat <«• other food. And that means that even these 
people in Australia and Europe must be counted among the 
cooperators that produce my loaf of bread. Yes, and fanners, 
and elevator men, and grain brokers must all be counted in." 

'*You are right," said Mr. Walling. *'It takes a great many 
people to turn out a sack of Snow Flake flour. Otu- milling com- 
pany is just one little specialist in a great big cooperative system." 

That evening John told his father what Mr. Walling had said 
about the bank, the board of trade, and the milling company as 
specialists in a great cooperative process. His father handed him 
a book and said, "Look this over, you will see that what you are 
learning about hread is true also of other things." 

John noticed that the book was called "Wealth of Nations," 
and was written by Adam Smith. At a page which his father 
indicated he began reading: 

Observe the accommodation of the most common artificer or day 
laborer in a civilized and thriving country, and you will perceive that the 
number of people of whose industry a part, though but a small part, has 
been employed in procuring him this accommodation exceeds aU compu- 
tation. Tke woolen coat, for example, which covers the day laborer, as 
coarse and rough as it may appear, is the product of the joint labor of a 
great multitude of workmen. The shepherd, the sorter of the wool, the 
wool comber or carder, the dyer, the scribbler, the spinner, the weaver, 
the fuller, the dresser, with many others, must all join their different arts 
in order to complete even this homely production. How many merchants 
and carriers, besides, must have been employed in transporting the 

40. Find out from the bank what rate of interest the borrowers pay. 
Is this the same rate of interest that the depositors in that bank receive? 
Do all depositors receive interest? 

41. Talk over the preceding question at home and see what you can 
leam about any other people or institutions that bring lenders and bor- 
rowers together. 

42. A^k y^ur local banker how many people have deposits in his bank. 
Ask him to show you a bank '* statement" and to expldn what the 
reserve is* 
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materials from some of those workmen to others who often live in a very 
distant part of the country ! How much commerce and navigation in 
particular, how many shipbuilders, sailors, sailmakers, ropemakers, 
must have been employed in order to bring together the different drugs 
made use of by the dyer, which often come from the remotest comers 
of the world! 

What a variety of labor, too, is necessary in order to produce the 
tools of the meanest of those workmen. To say nothing of such com- 
plicated machines as the ship of the sailor, the mill of the fuller, or even 
the loom of the weaver, let us consider only what a variety of labor is 
requisite in order to form that very simple machine, the shears with 
which the shepherd clips the wool. The miner, the builder of the fur- 
nace for smelting the ore, the feller of the timber, the burner of the char- 
coal to be made use of in the smelting house, the brickmaker, the brick 
layer, the workmen who attend the furnace, the millwright, the forger, 
the smith, must aU of them join their different arts in order to produce 
them. Were we to examine, in the same manner, all the different parts 
of his dress and household furniture, the coarse linen shirt which he 
wears next his skin, the shoes which cover his feet, the bed which he lies 
on and all the different parts which compose it, the kitchen grate at 
which he prepares his victuals, the coals which he makes use of for that 
purpose dug from the bowels of the earth and brought to him perhaps 
by a long sea and a long land carriage, all the other utensils of his kitchen, 
all the furniture of his table, the knives and forks, the earthen or pewter 
plates upon which he serves up and divides his victuals, the different 
hands employed in preparing his bread and his beer, the glass window 
which, lets in the heat and the light and keeps out the wind and the 
rain, with all the knowledge and art requisite for preparing that beau- 
tiful and happy invention without which these northern parts of the 
world could scarce have afforded a very comfortable habitation, to- 
gether with the tools of all the different workmen employed in pro- 
ducing those different conveniences; if we examine, I say, all these 
things, and consider what a variety of labor is employed about each of 
them, we shall be sensible that, without the assistance and cooperation 
of many thousands, the very meanest person in a civilized country could 
not be provided, even according to what we very falsely imagine the 
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43. Can you see any reason why a clothing merchant might wish to 
borrow money in the spring and autumn and could repay readily in the 
summer and winter? 

44. Suppose a farmer wished to buy a carload of cattle in the fall, feed 
them all winter, and then sell them in the spring. Could he make use 
of the bank in the same way as the miller? 

45. Can you find in the papers any statements that come from boards 
of trade? Who makes use of these statements in your town? Do the 
farmers use these statements in any way? 
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easy and simple manner in . which he is commonly accommodated. 
Compared, indeed, with the more extravagant luxury of the- great, his 
accommodation must no doubt appear extremely simple and easy; and 
yet it may be true, perhaps, that the accommodation of an European 
prince does not always so much exceed that of an industrious and frugal 
peasant as the accommodation of the latter exceeds that of many an 
African king, the absolute master of the lives and liberties of ten thousand 
naked savages. 

"And that isn't all of it," said his father when John had fin- 
ished. *'My own work as a factory inspector illustrates another 
side. My business is to see that working conditions in factories 
are as good as the law requires. The law is, as you know, a set 
of rules that society has drawn up to govern the whole business. 
Many of the factories that I visit have conditions much better 
than the law requires. The owners are controlled far more by 
their own standards of right and by the opinion of other people, 
their friends, or the public, than by law. But my work in this 
roundabout fashion aids in producing the bread or the coat. 
The State pays my salary, and the State gets the money from the 
taxpayers; so they all help in the process. Many laws about 
property rights also enter into the control of business. The men 
who made all these laws and the officers who administer them 
must be counted among the cooperators. Nor can we leave out 
the advertisers through whom many of these specialists tell others 
of their wares and persuade them to think they need these wares. 
This brings in all the newspaper and magazine workers, the writ- 
ers, the circulation men, the typesetters, and press operators. 
The employment agencies and the men who operate them also 
have important duties. They bring together men and the demand 
for work. Schools have trained many of these people for their 
work. Physicians have kept up their health. Actors and min- 
isters have given them recreation and encouragement. Police- 
men and soldiers have given protection and security. All of 
these, therefore, are among the cooperators and must be counted 
in whether we are talking about a loaf of bread, a coat, a shoe, a 
song, a sermon, a hairpin, or a battleship." 

"Well," said John, " the more I see of this thing the more there 
is to see." 
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Chapter II. 

PRODUCTION AND WISE CONSUMPTION. 



The lessons in this chapter discuss the four factors in production, namely, (i) 
natural resoiu'ces, (2) labor, (3) capital, and (4) organization. 

Lesson A-4 takes the single example of an important geographic region and shows 
how the human life of that region depends on natural resources. Geographic influ- 
ences determine the growth of cities within regions favored by nature. An analysis 
of the region in which the student lives, conducted in the manner indicated by 
this lesson, will add to his appreciation of geography and his understanding of social 
organization. 

Lesson A-5 deals with the human factor in production. The labor force of a 
community depends upon the number of laborers and the efficiency of the indi- 
vidual laborer. Efficiency, in turn, depends upon health, mental and moral quali- 
ties, and social surroimdings. Conservation of human resources is no less important 
than conservation of natural resources. 

Lesson A-6 defines "capital" and shows the part that it plays in the life of a 
modem commimity. By the use of capital goods, the productive capacity of man 
is increased enormously, and the entire community is benefited. 

Lesson A~y shows that natural resources, man-labor power, and capital must be 
organized and properly correlated in order to reach the full measure of productivity. 
Organization may be through social control, or it may come as the result of the 
desire for gain. Men strive through the organization of their businesses to reduce 
production cost in order that profits may increase. 



LESSON A-4. WHAT NATURE HAS DONE FOR A TYPICAL 

CITY. 

By J. Paul Goods, 
Professor of Geography, University of Chicago. 

We saw in our earlier lessons how many are our wants and 
how complex is the social organization that has grown up in the 
efFort to supply these wants. The frontiersman with his simple 
life and direct methods of getting food has disappeared and a city 
has grown up on the site of his farm. Many of the people in the 
city never see the sources of their food and clothing and the 
other commodities which they use. We must go back in all of 
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our studies of complex modern life to the natiu'al resotu'ces which 
underlie our civilization. Coupled with these nattural resources 
are himian energy and human ingenuity which work over the 
materials supplied and ultimately produce the things which we 
use. These facts may be expressed in technical terms by saying 
that production depends on (i) natural resources, (2) labor, 
(3) capital, and (4) organization. 

"Natiu-al resotu'ces" include climate, soil, mineral deposits, and 
the Uke. The term ** labor " covers the efforts of people. In that 
connection we must inquire how efficient ^nd capable people are. 
** Capital** includes physical aids to production, such as tools, 
steam engines, and factories. "Organization" means that all 
these must be assembled and well proportioned. 

The process involved in utilizing natin-al resoiu-ces, labor, cap- 
ital, and organization so as to make goods available for use is 
called the process of production. Consumption means, in its 
narrow sense, the direct use of goods by people in gratifying their 
wants. In its broad sense it includes the use of one good, or set 
of goods, to make another. 

We can not study the nattu-al resources of all parts of the coun- 
try. The single example of the northern Mississippi Valley will 
have to serve. This example ought to lead the student to a 
consideration of the conditions in other parts of the coimtry which 
have led to the developments of the society which is found there. 
Special emphasis will be given in otu" discussion to the growth of 
Chicago as typical of its whole region. 

1. Notice what production means. Are the following enterprises pro- 
ductive: Cold storage, the express business, the mail service, a retail 
candy business, a railroad, farming, robbery? 

2. In some districts settled by the frontiersmen no cities grew up. 
Explain why. 

3. Show why the town in which you live is located where it is. 

4. What is meant by the "hinterland" of a city? Point out on a 
map the boundaries of the hinterland of Chicago, of Boston, of New 
York, of San Francisco, of New Orleans. 

5. If Chicago had been closely surrounded by ridges of mountains, 
could it have become a great city? Look at a map of Brazil and con- 
sider whether the interior region can readily be developed so far as 
transportation is concerned. 

6. Notice on the map the network of railroads centering in Chicago- 
Find other cities in this country and in Europe with such a network. 
See if you can reason out why the network exists in each case. 
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GEOGRAPHIC INFLUENCES EXPI.AIN CITY GROWTH. 

A great popttlation has grown up in the northern Mississippi 
Valley. This growth is not without cause. It was provided for 
long in advance, and the influences at work were largely geo- 
graphic. A city or a State grows great only in proportion as the 
region in which it is located is richly endowed by nature. If we 
look for elements of any region's greatness, we shall find them in 
one or all of the following: Advantages of location, surface, soil, 
and climate; in wealth of forest and farm; in mineral resoturces; 
and in the character and energy of the people. 

Chicago, St. Louis, St. Paul, Minneapolis, Cleveland, Detroit, 
and other like cities owe their rapid growth to the fact that they 
are the nattu'al transportation centers of a great low-lying, flat 
plain as large as half of Europe. In this plain there is no obstruc- 
tion in any direction to the easy building of roads and railways. 
Already this region has the thickest network of railways on earth; 
Illinois alone has more than 10,000 miles of railway, and Chicago 
as terminus of 27 trunk lines ranks first in all the world as a rail- 
way center. 

THE GREAT CENTRAL PLAIN AND THE LAKES. 

This great central plain, reaching from the Appalachians on the 
east to the Rocky Mountains on the west, was once an old sea 
bottom. It was uplifted bodily, and the limestones, sands, and 
muds of the old sea bottom have long been exposed to the 
atmosphere and have weathered down into very fertile soils. 
Then, too, over the northern part of this plain the ancient ice sheet 
of Pleistocene time has thrust its way, pushing off hill tops, filling 

1. What are the leading railway lines that radiate from Chicago? 
From New York ? From Washington ? 

2. Find out if there were any Indian trails passing through the Chicago 
region; through the Hudson and Mohawk valleys. Do railways ever 
follow old Indian trails? Do highways? 

3. How were our clay beds formed? How were coal deposits formed ? 
What is limestone? Describe the formation of soils from erosion. 

4. Point out on the map the regions in North America which were 
affected by the ice gap. 

5. Do you know of any regions other than that of the great central 
plain which have been lifted up from being an old sea bottom? Do you 
know of any regions which have been depressed? 
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transverse valleys, and leaving a veneer of the finely ground rock 
debris gathered from a journey of a thousand miles down from 
Canada. This glacial soil, not yet leached out by the rains of 
ages, is rich beyond compare. 

The Great Ice Sheet was responsible also, in large measiu"e, for 
scouring out basins for the Great Lakes and building here and 
there dams of tumbled rock debris. The Great Lakes are as im- 
portant to the building of the cities near them as the plains that 
extend from the lakes to the south and west. 

VARIED MINERAL DEPOSITS. 

This region is greatly blessed in its mineral resources. There is 
an endless wealth of clays of river and lake deposition and of gla- 
cial origin, making easy the manufacture of brick and tile. There 
are also extensive deposits of clays of the old sea bottom, and of 
the ancient marshes of the Age of Coal, clays of so fine a quality 
as to make possible the highest development of the fictile arts. 

Then the limestones and sandstones of the ancient sea bottoms 
provide a wealth of building stones and abtmdant materials for 
making cement. Some of these limestones in Wisconsin, Iowa, 
and Illinois carry rich deposits of lead and zinc. 

The old lands of the Lake Superior region have fabulous wealth 
in iron ores. Deposits so extensive and of ores so rich that the 
ore lies like red dirt, to be scooped up by steam shovels and car- 
ried by lake steamers at the lowest freight rates ever known to 
the waiting coal fields and markets at the other end of the lakes. 

1. "The influence of the iron industry on civilization can hardly be 
overestimated." Give the grounds for this assertion. 

2. "One type of interdependence in our society to-day is seen in the 
dependence of one industry on another." Give at least six illustrations 
of this type of interdependence. 

3. "Ability to produce food cheaply in a region will mean a rise of 
manufactures if other conditions are at all favorable." Why have 
manufactures arisen in the Chicago region? 

4. "The prevailing southwest wind would leave the Chicago region 
a desert were it not for cyclonic storms." Why? 

5. Describe regions that contrast with the central plain in that they 
are crossed by barriers. What effect do the barriers have on climate? 
What effect on industry? 

6. Get some weather maps and confirm the statements made in the 
text about storms. 
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These great Superior fields produce four-fifths of all the Atnerican 
iron ore, and America is producing over one-half of all the world's 
iron and steel. 

But best of all the material advantages after the rich soil is 
the resource of coal in the central plain. A great coal field lies 
under the soils in a number of the States in this region. The 
beds of coal, undisturbed by earth movements, lie approximately 
horizontal to the earth's siuface and at a small depth. This 
makes mining easier and cheaper than in any of the coal fields of 
Europe. It is estimated that in Illinois alone there are 45,000,- 
000,000 tons of workable coal. For some years the annual out- 
put of Illinois has exceeded 60,000,000 tons, an amount greater 
than the total constunption of France or Japan. With coal the 
iron and steel industries flourish. So also do all the multitude of 
manufactures growing out of these metals and out of the cheap 
power made possible by the use of coal. 

THE INFLUENCE OF CUMATE. 

It is of the greatest significance in a climatic way that the 
central plain stretches out to east and south without a trace of 
a barrier against the passage of wind and rain. An endless pro- 
cession of cyclonic storms passes across our country. Each 
storm which passes through the central plain draws in toward 
its center the warm moist air from the Gulf of Mexico and drops 
the moisture as rain, as the storm travels eastward down the St. 
Lawrence Valley toward its goal at Iceland. The result is that 
this region has rain well distributed through the year. Further- 

1. Explain why the conditions described in the text are favorable to 
mining. 

2. Reference is constantly made to the desire of the Germans to possess 
rich coal fields. Where are these fields that they want? 

3. Give examples of industries peculiarly dependent upon gravitation, 
rain, wind, sunshine, tide, moisture, temperature, qualities of soil. 

4. Can you find any evidences that the location of certain industries 
to-day points back to the time when forests were abundant in the north 
Mississippi Valley? 

5. Would it have been wise to prevent the destruction of the forests? 
How could they have been utilized more wisely ? Where are forest belts 
to-day? What is happening to them? 

6. The presence of water power is an important natural resource. Do 
you find this resource in the Chicago region? Where are some impor- 
tant water-power locations? 
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more, days of rain alternate with days of clear skies and sunshine. 
These are the weather conditions ideal for forest, grass, and the 
cereal crops. 

Because of the character of the climate, a great hardwood 
forest once spread over the plain from Illinois to the eastern sea. 
A broad zone of conifer forest lay along the upper Great Lakes, 
and extended from western Minnesota eastward to the Maine 
coast. This forest was the greatest white-pine area on earth, 
and the rivers and lakes, and the intense cold and heavy snows 
of winter all contributed to an easy exploitation of its wealth of 
lumber. For many years this was one of the greatest lumber- 
producing areas in the country. Industries dependent upon wood 
flourished. These forest areas now are largely denuded of their 
timber, but while they lasted they contributed to the wealth of 
the people in this region. 

A RICH AGRICULTURAL REGION. 

The great low plain, smooth of surface as a plain can be, covered 
with a soil of matchless fertility and supplied with a climate ideal 
for all the great dry-land cereals, com, wheat, barley, oats, rye, 
millet, and the lesser grasses and forage crops, makes this area a 
farming land without an equal. The wealth production of its 
farms makes the values growing out of all the mineral resources 
of the country look small indeed by comparison. These rich farm 
lands have attracted a great population of intelligent farmers. 
The smooth surface of the land and the fine soil have made very 
profitable the use of a wide variety of labor-saving farm machinery. 
The consequence is that the staple cereals are produced at a lower 
cost than in any of the older lands. 

1. ** It is an interesting fact that England's difficulty in feeding her 
people in this present war arises in large degree from the settlement of 
our west." How can this be true? 

2. Do you know of any regions where the natural resources are so 
limited that people can not readily get the means of living? What 
kind of people live there ? 

3. What are some of the other rich agricultural regions on the North 
American continent? In Europe? On other continents? 

4. For the people of a certain region to have a good living, is it neces- 
sary for the natural resources of that very region to supply them with 
all the things they use? 

5. Give some of the improvements which have come in agriculture 
through the construction of farm machinery. 
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For example, com, the king of all the cereals, grows here at its 
best. The country's total yield of com is over 3,000,000,000 bushels 
per year, valued at the farm at nearly $1 ,500,000,000, at prices 
which ruled before the present war began. Three-fotu-ths of this 
tremendous crop is produced in the **com belt,'* reaching from 
Pittsburgh to central Kansas and from southern Minnesota to the 
Ohio River. This com crop produces the largest annual increment 
of wealth in the country. And this great value is for the com 
itself before it has been transformed into higher-priced commodi- 
ties, such as beef or butter, lard or bacon. 

What is true of com is true alsQ of wheat. The annual produc- 
tion of this crop in the entire country has passed a billion bushels, 
worth a billion dollars at the farm at ante-bellum prices. 
Though the city of Chicago does not produce the wheat, it derives 
much of its wealth from this crop. Wheat is produced west of 
Chicago, and wheat travels widely, for the place of its largest con- 
sumption is in the densely populated Eastern States and the 
manufacturing populations of Europe. For this reason Chicago, 
being on the way to market, has become one of the world's greatest 
wheat-buying centers. 

For oats, rye, and barley, for timothy, clover, and alfalfa a 
similar tale may be told, to say nothing of potatoes and other 
root crops. And most of these crops are the starting point for 
the raising of cattle, sheep, and hogs, and the industries which use 
them. The com belt is the hog belt of the country, and the 
major part of all the cattle in the country is in this same region. 
A network of railways brings these animals in great numbers to 
the stockyards in Kansas City and Chicago and other cities, and 
this swells the wealth production of these cities. For a number 
of years the packing industry of the stockyards of Chicago has 

1. Find out as many uses as you can which are made of corn. 

2. The prices given are those which prevailed before the war. Explain 
some of the reasons why prices have gone up. 

3. The lesson speaks of the value of com at the farm. Would its value 
be higher in a city? If so, why? It is the same com; perhaps it has 
even deteriorated in transit. 

4. In an earlier lesson the wheat pit was described. Why is the chief 
market of this type in Chicago? 

5. The crop of corn for 1917 was larger than that mentioned in the 
text. Find out how much larger. Why was it so? 
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been the greatest industry of the city, with an output valued at 
over $1 ,000,000 a day for every day in the year. 

THE DAIRY INDUSTRY. 

Another phase of the cattle industry is the dairy business. 
West and north of Chicago, climate, soil, grass, and feed are at 
their best, and the butter center of the whole country is at Elgin 
and Chicago. Wisconsin, Iowa, and Minnesota have come to 
the front in making cheese. For nine consecutive years northern 
Minnesota has taken the first prizes in all the country in making 
butter, and Wisconsin has almost as good a record in cheese 
making. These dairy products and the milk that is sold direct to 
the city, and the milk that is condensed or desiccated and put 
into cans for wider use, reach a value in the Chicago region of over 
$500,000,000 a year. The producers of this wealth are also large 
buyers of the goods Chicago has to distribute. 

THE TRANSPORTATION ADVANTAGES OF CHICAGO, 

Peculiar advantages in the control of commerce are conspicuous 
factors in the making of Chicago. In all the past century there 
has been a strongly marked development of east-west moving 
traffic. The world's greatest highway of trade lies between 
Britain and fotu- great ports on the northeast coast of America; 
but a goodly portion of the goods we export to Europe originates 
in the Chicago region, and Chicago is on a direct extension of this 
great world highway. 

One-half of all the foreign trade of our country goes and comes 
by way of the port of New York. Physically there is no better 

I., In earlier days, the center of the packing industry was in Cincinnati. 
Later it moved to Chicago. Now much packing is done in St. Louis, 
Kansas City, and Omaha. How do you account for the westward move- 
ment of this industry? 

2. When was the Erie Canal built? Look at the map and see if you 
would expect the building of this canal to hasten the settlement of the 
State of Michigan. 

3. Suppose you were going to establish a mail-order house. Would 
Chicago or Key West, Fla., be a better location? Tell why you 
answer as you do. 

4. The lesson speaks of the east-and-west traffic which has been 
characteristic of the last century. Are there conditions making for 
north-and-south traffic? 
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seaport in all the world than New York. In addition to this good 
harbor New York has a great advantage over her rivals, Boston, 
Philadelphia, and Baltimore, in the fact that the Appalachian 
highland handicaps their traffic with the west. New York, on the 
other hand, has ready access to the west through the trench of 
the Hudson and the pass of the Mohawk. So far as westward 
traffic is concerned there is for New York no Appalachian barrier. 
The advantage does not end here, for the gateway of the Mohawk 
opens directly into the broad flat valley of the St. Lawrence, with 
its marvelous chain of Great Lakes, virtual inland seas. The 
Mohawk pass is so flat as to have made possible the early develop- 
ment of the Erie Canal. The canal, the Great Lakes and the Hud- 
son River have furnished an all-water route between Chicago and 
the sea. The easy grades later facilitated the construction of 
railway lines and the competition of the rail and water lines has 
resulted in the lowest freight rates on record. This has, of course, 
benefited Chicago. 

Notice, again, how significant it is that in an era of east- west 
traffic Lake Michigan interposes 300 miles of deep water directly 
athwart the potential land routes leading westward from the 
Mohawk pass. Such a barrier caused the land traffic of the 

1. The Hudson and Mohawk Valleys make a great highway to the west. 
What other highways to the west have played a prominent part in our 
history? 

2. We say land renders a service in production by being a storehouse 
of materials. Give as many illustrations of this as you can. „' 

3. We say land is a storehouse of forces. Cite illustrations. 

4. What properties of land are of special importance to the lumber- 
man? The miner? The manufacturer? The fisherman? 

5. Can you cite specific ways in which natural conditions have affected 
the industry of Michigan, Greenland, Egypt, Central America? 

6. The lesson shows the importance of natural resources. We hear 
much of conservation of natural resources. What does this mean? 
Does it mean that they should be used as little as possible? 

7. Some one has said that one cause of the development of cities is the 
presence of a ** break in transportation." Would this help explain the 
growth of New York ? Of Chicago ? 

8. Is land necessary to all production? How about the services of a 
domestic servant? 

9. It has been said that land aids in production by serving as a means 

of physical support. What does this mean? Does it apply to all indus- 
tries? 



66610*— !»■ 



50 COMMUNITY AND NATIONAL UlfE. 

country west and northwest of the lake to bend around its southern 
extremity. This concentration of transportation Unes alone 
would have been enough to guarantee the growth of a great city 
somewhere in the region. The position of the Chicago River at 
the head of the lake, ftu-nishing a harbor and a direct water route 
to the Mississippi River, provided the exact location of the metro- 
polis. 

A great network of railways, like a giant spider's web, with its 
long rays reaching out from Chicago in all directions, invites the 
freight for a thousand miles to focus at Chicago on its way east- 
ward and in turn makes Chicago the merchandising headquarters 
for the area. So far as the possibility of radiating railroads is 
concerned other cities are perhaps as well placed as Chicago. 
Chicago's advantage lay in the fact that she could always choose 
between traffic carriers. The supremacy of Chicago as a freight 
center is thus traceable to the possession of a continual choice 
between the service of the' railway and the service of the Great 
Lakes. 

The presence of all these natural resources has had a direct 
effect on the population other than merely to bring together great 
numbers of people. Young, vigorous men and women from all 
parts of the world have been attracted by the opporttmities 
which are presented by a new, rich country which must be opened 
up through the establishment of new industries. 

The study of nattural resources thus carries us over directly to 
the discussion of the human factors in production and from this 
we shall go on to a discussion of the physical aids, or capital, 
used in production and then to a discussion of organization. 
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LESSON A-5. THE HUMAN RESOURCES OF A COMMUNITY.^ 

The preceding lesson showed the contribution made by natural 
resources to production. Since land is the chief of the natural 
lesources, the writers on these subjects usually use the term 
*'land" to cover them all. Now let us see how important a 
part labor plays in production and what conditions will give a 
community an adequate labor force. The expression ** efficient 
people" would serve almost as well as '* adequate labor force" 
here, for labor in a broad sense means both mental and physical 
human elBfort. As thus used the term '* labor" includes the work 
of professional men and business managers as truly as it does 
that of machinists and farmers. 

EFFICIENCY OF LABOR. 

The labor force of a community depends first on the number of 
laborers and second on the efficiency of each individual laborer. 
The matter of numbers requires no special discussion. The 
matter of efficiency is more difficult to understand, for the effi- 
ciency of an individual is made up of many factors and each of 
these depends upon many others. First of all, efficiency depends 
upon health and strength. These require that the individual 
shall have good heredity, good and sufficient food, sanitary sur- 
roundings, protection from disease and accidents, good amuse- 
ments, and much else of the same type. Efficiency depends 
further on the individual's mental qualities, his alertness, his 
ability to think, his training. In the third place, efficiency in- 
cludes what may be called, in general, moral qualities, as honesty, 
sobriety, willingness to work, and persistence. The strongest, 
best-trained workman may be inefficient because of undesirable 
personal habits or because he can not be depended upon to work 
regularly or steadily. Finally, the efficiency of the individual 
is much influenced by his social surroundings. For example, a 
man Uving in a community which is thriving and successful will 
do more work and better work than an equally able individual 
who lives in a backward, discouraged commimity. 

* The material for this lesson was supplied by Ruth Reticker, of the School of Com- 
merce and Administration of the University of Chicago. The lesson deals with the 
importance of the human factor in production and gives examples to show the wisdom 
of conserving human resotu'ces. 
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THE EXAMPLE OF HAITI. 

The importance of an efficient labor force and the significance 
of mental and moral qualities is well shown in the history of the 
little West India island cotmtry of Haiti. This example is chosen 
because it is a much clearer case than any that can be foimd in 
larger and more complex communities. When the principles are 
understood in terms of a relatively simple, clear-cut example of 
this kind they can be applied in other cases where they are obscure 
because of complicating circumstances. 

Haiti was the third point of land which Columbus discovered 
in America and the first Spanish settlement in the New World. 
The Spaniards opened up mines, cleared the fields, and intro- 
duced sugar-cane cultiwe. When the natives were exterminated, 
they were replaced by slaves imported from Africa. The settle- 
ment flourished. Centtu-ies later, when the Spaniards went on to 
Mexico and South America in their search for gold, the rich island 
was eagerly seized by the French. 

Because of the great .fertility of the soil it becam.e the "richest 
gem of the Bourbon crown.** The planters lived in luxury while 
the work of the fields was done by slaves, 500,000 of them. The 
children of the French owners were sent abroad to be educated; 
the slaves were trained only for menial tasks and no adequate 
effort was made to educate them or improve their social condition. 

The French did not realize the fact, but their neglect of the 
slave population was undermining the powers of production on 
which the wealth of the island depended. The rich soil and 
favorable climate were not enough to insiye continued prosperity. 
The human factors were deficient. When trouble broke out in 
France in the period of the French Revolution the hold that the 

1. Draw up a definition of labor as that word is used in this lesson. 
Cite 10 cases of physical labor; 10 of mental labor. 

2. What matters can you think of as contributing to health and 
strength which are not mentioned in the text? 

3. Who looks after the health and strength of people? Do parents? 
Do factory owners? Do school authorities? Do dty authorities? Do 
others? If these persons do look after the health and strength of people, 
why do they? 

4. What do you understand by mental qualities? By moral quali- 
ties? Who looks after the mental qualities of people? Who looks 
after the moral qualities? 

5. What is a caste system? What bearing has a caste system on the 
efficiency of labor? 
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planters had on the island was weakened and the social scheme 
based on slavery crumbled. The island was finally left in the 
hands of an untrained slave population. They had expelled their 
masters but were themselves unprepared for self-government. 

The circumstances of the overthrow of French rule are dramatic. 
Toussaint I'Ouverture, a slave, had secured something of an edu- 
cation. ' He assumed leadership and attempted to work out with 
his own people order and a stable form of government. He was 
finally captured by the French, who were seeking to retake the 
island, and after he was taken away disorder ruled supreme. 

AN EXAMPI.E of inefficiency. 

The subsequent history of Haiti is a very striking example of 
the need of moral and mental qualities in the people who are to 
develop a community. The orderly, productive life of a prosperous 
people is not always recognized as depending on these human 
virtues, but when they are absent chaos reigns. 

So it was in Haiti. The people and their leaders were ignorant. 
Some of the Presidents could not sign their names. Ignorant 
leaders made the mistake of trying to exploit the public for per- 
sonal ends. There was a continual conflict. Just how great was 
the political instability may be seen from the fact that 12 of the 
first 17 rulers either were assassinated, deposed or exiled, or com- 
mitted suicide or abdicated in the face of trouble. Meantime 
there was, of course, commercial and economic deterioration. The 
slave had no sufficient impetus to work, now that the lash of the 
ovierseer no longer htmg over his back. The system of slavery had 
fostered no real habits of industry and foresight. Haiti's wild 
fruits and other tropical resom*ces made it easy for men to live 
without work as well as they had lived xmder slavery. The island 

1. Can you see any reasons why it is worth while for our States to 
provide education at public expense ? What are some of the courses in 
your school that you think are especially helpful in training students to 
do efficient work after they leave school ? - 

2. Do employers do anything to improve the social surroundings of 
their workers? If so, is it done because it is profitable or for some other 
reason? 

3. What does slavery mean? Have we ever had slavery in the United 
States? 

4. Show why the institution of slavery is not likely to develop in slaves 
the mental and moral qualities which make for progress. 
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fell back into semibarbarism. How serious the commercial 
deterioration was may be seen from the fact that in 1791 the 
exports of sugar, coffee, cotton, indigo, sirup, cacao, hides, wood, 
etc., amounted to $40,000,000 and 100 years later to only 
$14,000,090. 

The correspondent of a London newspaper who visited the 
island in 1900 tells us something of conditions then: 

In the time of the French colony, the plain of Cul-de-Sac contained 
many flourishing plantations yielding 20,000,000 francs a year; now you 
see only ruined walls matted with vegetation, a few irregular patches 
of corn, a few clumps of Guinea grass about each solitary palm-thatched 
hut, and mangoes, bananas, tamarinds, and coffee berries growing 
wild. The very sugar-boiling pans of 100 years ^go lie rusting, and in 
these evidences of a bygone prosperity the lizard has its dwelling place. 
It is the same all over Haiti, wherever you go. All that savors of 
industry, energy — civilization in short — has been and is not. All that 
the French and Spanish left behind as milestones on the paths leading 
up out of sheer savage waste and idleness, is obliterated. As far as the 
interior is concerned, the situation in the present day is retrogression 
with regard to the human element and retrocession to the forest powers 
of once cultivated lands. 

A striking example of how an inefficient and untrained popula- 
tion slips back in the productive struggle is seen in the conse- 
quences to Cape Haytien of a tremendous earthquake in 1842. 
In the old French days this town was a center of luxtiry and fashion. 
It was called the " Little Paris " of the west. The earthquake did 
great damage and the inhabitants were too inefficient to make 
any effort at restoration. "Wherever you walk you are among 
old ruins, ruined houses, ruined aqueducts, ruined fountains of 
stone, ruined walls, ruined forts, overgrown knee-high. Among 

1. Why do unsatisfactory mental and moral qualities in a people make 
it difficult for them to maintain satisfactory social conditions? What 
do you mean by satisfactory social conditions? 

2. Cite some social conditions in the United States which promote 
efficiency in its workers. Cite some that lower efficiency. 

3. Have amusements any relation to individual efficiency? Have 
public parks? Bathing beaches? Churches? 

4. It is well known that in a country where political conditions are 
unsettled, where rioting, robbery, and murder are prevalent, factories 
are not likely to be built, and trade and commerce languish. Why? 

5. The expression ** social and economic progress,'* is often used. 
Have we made social and economic progress in the past 100 years? 
What proofs can you present? 
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them have cropped up the wooden dwellings of the present 
masters of the land like a sparrow's egg laid in the deserted nest 
of an eagle. ' * 

AN EXAMPLE OF EFFICIENCY. 

A vivid contrast to this story of Cape Haytien appears in the 
restoration of San Francisco after the earthquake and fire which 
in April, 1906, destroyed one-sixth the area of the city and made 
200,000 people homeless. Reconstruction began immediately. 
With the advice of landscape architects from other cities, ordi- 
nances were passed prescribing methods of construction. Com- 
mittees were appointed to provide for such matters as water 
supply, fire protection, municipal buildings, parks, and boule- 
vards. A new. street plan was drawn up to make the hills of the 
city accessible as they had not been with the old system of rec- 
tangular blocks, and to make certain streets wide enough to divide 
the city into fire districts. Within six months the streets were 
almost cleared of the debris; thousands of temporary stores and 
homes had been erected and excavation was under way for hun- 
dreds of big buildings. The schools began only one month late 
the next fall. In the four years following the disaster 27,000 
building permits were issued and more than $173,000,000 was 
expended in buildings. Within five years restoration was not 
only complete, but the city was better planned and better built 
than before the disaster. 

THE LESSON FROM THE CONTRAST. 

These stories of Haiti and San Francisco show clearly how im- 
portant eflficient people are in the struggle with nature to get 
goods to apply to our wants. The Haitians had abundant natural 

1. It is generally said that San Francisco is better organized for 
production than it was before the fire; that in the long, long run it may 
develop that it was a gain to have it destroyed. What are the argu- 
ments back of this position ? Do you think they are sound ? 

2. A storm breaks many of the windows in your house. Does 
replacing these windows give increased employment to labor .'* Would 
the money involved have been spent in other ways if the storm had 
not occurred? Did the destruction of San Francisco give increased 
employment to some kinds of labor? To all kinds? 

3. How does the rebuilding of San Francisco show the importance 
of specialists in our modern life ? Mention as many specialists as you 
can who would be particularly useful in such a crisis. 
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resources. There is no evidence that they lacked health and 
strength. There is clear evidence, however, that they were 
lacking in energy, determination, thrift, foresight, ability to plan, 
and power of clear thinking. These mental and moral qualities 
can be cultivated only through generations of attention to the 
cultivation of human virtues. Without them even the richest 
natural surroundings will not make a strong and wholesome 
state or a people supplied with the comforts and advantages 
of modem civilization. 

THE PRINCIPLE OF EFFICIENCY. 

The story of San Francisco furnishes a gratifying contrast with 
that of the backward island. The two examples taken together 
make clear the principle that production depends on human quali- 
ties as well as natural resources. It would be a mistake to be- 
lieve, however, that the case of San Francisco marks the climax 
in the application of this principle. In better organized com- 
munities, as well as in those of lower grades, there is a constant 
demand for emphasis on training and industry and physical and 
moral stamina. 

WASTE OF HUMAN RESOURCES. 

We hear much of the desirability of conservation of our nat- 
ural resources. It is more important, however, that we learn to 
conserve, or bring to its highest possible level, oiu* human re- 
soin-cies, oiu* labor force. In order to see the nature of the prob- 
lem involved in a wiser use of om* human'resoiu*ces, let us enumer- 
ate some of the cases in which these resources are to-day wasted. 

Think first of the too numerous persons who are deliberately 
working contrary to society's best interests. We call them crimi- 

1. Can you determine which is more important, natural resources or 
labor? Moral ^ualities or mental qualities? Individual health or good 
social conditions ? 

2. The lesson gives some illustrations of persons who are destructively 
employed. Name as many other cases as you can. 

3. Are soldiers in the present war comparable to the police and con- 
stables mentioned in the lesson? Is war a productive occupation? 

4. Cite other cases than those mentioned in the text of persons being 
* ' improperly employed. ' ' 

5. Is waste of labor power involved in (a) the care of the sick; (b) the 
care of persons too young to work; (c) the care of persons too old to 
work; (d) compulsory school attendance; (e) premature death; (/) de- 
bauchery? 
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nals. They steal, bum, kill, and destroy. Sometimes we speak 
of them as being ** destructively employed.*' They contribute 
nothing to our cooperative efforts toward improvement. Nor is 
that all. The necessity of dealing with such people withdraws a 
considerable portion of the labor force of the community into 
protective agencies of various sorts. We have policemen, consta- 
bles, magistrates, and jail keepers. These protectors are neces- 
sary to-day. They render us good service. It is unfortunate, 
however, that protection is necessary. If it were not, our pro- 
tectors could be freed from their present tasks and made available 
for positively productive lines of activity. 

Think next of the part of our human resources that are "im- 
properly employed.'' The most striking illustration of improper 
employment is that of child labor. Although our States and our 
Federal Government are doing a good deal to regulate this evil, 
it still remains true that in some communities children are put at 
hard work in factories. These children are improperly employed 
because the hard toil dwarfs their bodies and makes it impossible 
for them to secure any education except the narrow education of 
the mill or factory. When such children grow up they are less 
efficient than those who have had better opportunities. They lack 
desirable mental qualities and very frequently they lack desirable 
moral qualities. They get low wages, and this is likely to mean 
that they in turn will not be able to give their children a chance 
to grow up into efficient men and women. ** Improper employ- 
ment" is a very wasteful way of using our human resources. 

There is also a waste of human resources which comes from pre- 
ventable accidents and sickness. Modem factory industry, at its 

1. What is society doing to prevent improper employment? Do you 
know any official who is connected with this work ? 

2. Why is it that modem factory industry is more dangerous than the 
work of the colonial household? Is it because men are more careless 
to-day? 

3. Is it merely machine industry which is dangerous? Is chemical 
industry dangerous? If it is, can you name any specific dangers of 
chemical industries? 

4. Find out how many men were killed and wounded at the Battle of 
Gettysburg or during the Spanish- American War. How do the figures 
compare with one year's deaths and injuries through industrial accidents ? 

5. A recent investigation showed that deaths from tuberculosis 
amounted to 36 per cent of all deaths among stonecutters and to but 
6.2 per cent among workers on farms. What is the reason for the differ- 
ence? Can the situation be remedied? 
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very best, means for the workers some accidents. When such in- 
dustry is not at its best it means many accidents and much sick- 
ness. We shall learn more of this in a later lesson. How serious 
the situation is may be seen from the fact that in the United States 
in 1 91 3 the ntmiber of fatal industrial accidents was estimated 
conservatively at 25,000 and the number of industrial injuries in- 
volving a disabiUty of more than four weeks at approximately 
700,000. In addition to these accidents there was much so-called 
industrial disease. 

Industrial accidents and sickness reduce otu* human resources 
either temporarily or permanently, and in addition they sometimes 
cause us to tiun other hiunan resotu-ces aside from productive 
pursuits to care for the sick and the crippled. To the extent to 
which these industrial accidents and sickness are tmavoidable, 
we just must make the best of it. To the extent to which they 
are preventable, we must prevent them. 

A fourth waste of our human resources comes about through 
"imperfect employment," which means that although a given 
person is usefully employed he is not employed at the thing he 
could do best or which society needs most. He is a misfit, per- 
haps by chance, perhaps by lack of opportimity or training, per- 
haps because of bad advice given him. Whatever the cause he is 
an example of a partial and hence tmsatisfactory use of human 
resources. 

THE WASTE OF UNEMPLOYMENT. 

Great waste of human resources results when people are tmem- 
ployed either because they are voluntarily idle or because they 
are imable to find work. The voluntarily idle are to be censured. 
We are quick to see this in the tramp, but after all his case is some- 
what similar to the case of the idle rich man. Both possess human 
resources which are needed by society and both fail society in its 
need. 

1. We hear much of vocational guidance. What bearing has voca- 
tional guidance on the matters raised in this lesson ? 

2. Because of a strike 3,000 workers are idle. Is this a case of unem- 
plo)mient? Is it a case of a waste of human resources? If it is, is there 
any defense for a strike ? 

3. Many States set up employment bureaus. How do such organiza- 
tions fit in with the problems raised in this lesson ? 

4. The lesson speaks of some cases of unemployment in which the 
individual is at fault. Name some such cases. 
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The persons unemployed because they are imable to find work 
constitute a more difficult problem. Sometitnes the cause of the 
unemployment is lack of efficiency on the part of the individual. 
Sometimes the individual is to blame for this situation; some- 
times others are at fault. More frequently the cause of unem- 
ployment is to be foimd not in the individual but in some defect 
in the organization of industry. At present the unemployment 
evil may not seem to you serious. The demand for products is 
very great and industries are eager for workers. In other years, 
however, it has not been imusual for lo per cent of our workers 
to be imemployed and in addition 15 per cent to be only partly 
employed. This is a serious waste and it is not surprising that 
many students are studying the structure of our society in the 
effort to see how such 3^ loss may be avoided. 

PREVENTABLE SICKNESS. 

The preventable sickness which results from poor conditions in 
industry is further increased by lack of proper sanitary conditions 
in the home and lack of wise care of one's own powers on the part 
of negligent and ignorant people. 

There will always be sickness, but we are speaking here of sick- 
ness which foresight might have prevented. It is impossible to 
estimate fully the unhappiness and loss which come to individuals 
and coimtries from such sickness. It is possible to get attention 
perhaps to this loss and waste by using financial terms. One 
authority has estimated that the actual economic saving annually 
possible in this country by preventing needless deaths, needless 
illness (serious and minor), and needless fatigue is certainly far 
greater than $1,500,000,000 and may be three or more times as 
great. 

SUGGESTED REMEDIES. 

A report issued by the National Conservation Commission in 
1909 makes among others the following recommendations: 

The National Government, the States, and the municipalities should 
steadfastly devote their energies and resources to the protection of the 

1. What is meant by speaking of a defect in the organization of in- 
dustry? 

2. If , as a result of laziness, lack of education, or lack of opportunity, 
a capable man is working in a trade for which he is not suited, are you 
and I affected by that fact? Explain your answer. 

3. What judgment, considering the matter from the point of view of 
production, is to be passed on an idle rich man? Is it upon the whole 
fortunate or unfortunate that there are such people in society? 
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people from disease. The National Government should prevent trans- 
portation of disease from State to State in the same way as it now pro- 
vides for foreign quarantine and the protection of the Nation from the 
importation of disease by foreign immigrants. It should enact suitable 
legislation providing against pollution of interstate streams. It should 
provide for the dissemination of information in regard to the preven- 
tion of tuberculosis and other diseases, the dangers of impure air, impure 
foods, impure milk, imperfect sanitation, ventilation, etc. There should 
be a constant adaptation of the pure-food laws to changing conditions. 

State boards of health and State legislation should provide for the 
regulation of labor of women, should make physiological conditions for 
women's work; should regulate the age at which children shall be em- 
ployed, make reasonable regulations in regard to hours of labor and 
against the dangers in hazardous trades, and especially against the par- 
ticular dangers of dust and poisonous chemicals. 

More legislation should be advocated, passed, and enforced to the end 
that streets may be kept clean, garbage properly removed, sewage 
properly disposed of, air pollution of all kinds prevented, whether by 
smoke, street dust, noxious gases, or any other source. Noises also 
should be lessened. 

Municipalities need also to take measures to prevent infection being 
carried by flies, mosquitoes, other insects, and vermin. They need to 
guard with greater care the water supply, and in many cases to filter it; 
they should make standards for milk purity and enforce them; they 
should also regularly inspect other foods exposed for sale. 

School children should be medically inspected and school hygiene 
universally practiced. This involves better protection against school 
epidemics, better ventilation, light, and cleanliness of the schoolroom, 
the discovery and correction of adenoids, eye strain, and nervous strain 
generally, and the provision for playgrounds. Sound scientific hygiene 
should be taught in all schools, public, private, normal, and technical, 
as also in colleges and universities. 
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PRODUCTION AND WISE CONSUMPTION. 6 1 

LESSON A-^. CAPITAL.* 

It has been shown in the preceding lessons that communities 
grow up where there are natural resources and that their pros- 
perity depends on the cultivation of personal qualities which make 
them productive and wise in the use of these resources. We 
turn now to a study of a series of facts which are of special im- 
portance in explaining modem civilization. We live in an age 
which has accumulated a great deal of so-called capital. Men 
have found through long generations of slow, painful experi- 
mentation that they are able to increase their powers and to 
utilize them to better advantage by means of certain physical 
aids called "capital." Capital is a hard word to define accu- 
rately, but it will suffice for our present purposes if we remember 
that the term embraces such things as tools, machines, and the 
raw materials with which to work. 

ADVANTAGES OF ROUNDABOUT PRODUCTION. 

The part played by capital in production has been very well 
illustrated by a German writer, Eugen V. Bohm-Bawerk. This 
is the illustration he uses: 

A peasant requires drinking water. The spring is some distance from 
his house. There are various ways in which he may supply his daily 
wants. First, he may go to the spring each time he is thirsty, and drink 
out of his hollowed hand. This is the most direct way; satisfaction 
follows immediately upon exertion. But it is an inconvenient way, for 
our peasant has to take his way to the well as often as he is thirsty. 
And it is an insufficient way, for he can never collect and store any great 
quantity such as he requires for various other purposes. Second, he 
may take a log of wood, hollow it out into a kind of pail, and carry his 
day's supply from the spring to his cottage. The advantage is obvious, 
but it necessitates a roundabout way of considerable length. The man 
must spend, perhaps, a day in cutting out the pail; before doing so he 
must have felled a tree in the forest: to do this, again, he must have 
made an ax, and so on. 

There is still a third way; instead of felling one tree he fells a number 
of trees, splits and hollows them, lays them end to end, and so constructs 
a runnel or rhone which brings a full head of water to his cottage. Here, 
obviously, between the expenditure of the labor and the obtaining of the 
water we have a very roundabout way, but then the result is ever so 

^ Prepared by Dean L. C. Marshall. The lesson indicates by means of examples 
something of what is meant by capital and shows in an intioductory way the part 
played by capital in the life of a modem community. Later lessons will work out 
this subject more ftdly. 
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much greater. Our peasant needs no longer take his weary way from 
house to well with the heavy pail on his shoulder, and yet he has a con- 
stant and full supply of the freshest water at his very door. 

Let us look at still another example of the use of capital goods. 
I have on my land a huge rock, and I wish to take it from its 
present location, break it up, and apply it to the improvement of 
a highway. With my naked hands, I can accomplish practically 
nothing. I might do something with simple tools, such as a 
crowbar, a sledge hammer, and a small cart. 

If, however, the magnitude of the task justifies it, I can do 
still better. I can take steam power and explosives, which are 
nothing but natural forces that I have harnessed to help me in 
production, and with them, by the use of appropriate implements, 
I can easily drill holes in the rock, break it up with a charge of 
explosives, lift heaps of stone by the use of a derrick, crush the 
stone with a crushing machine, and then transport it to the 
highway by means of a railroad. Once these devices have all 
been perfected and brought together, a very large quantity of 
crushed stone can be put on the highway every hour. They 
represent, it is true, a roundabout way of production. Much 
preliminary work had to be devoted to getting them ready for 
use. But this preliminary work results in great productive 
capacity. 

WHY IT IS ADVANTAGEOUS TO USE CAPITAL. 

If we look back over these illustrations, we see that tools and 
machines assist us in production in a number of ways. In the 
first place, some of these physical aids enable us to harness forces 
of nature, such as those of wind, water, steam, electricity, chemical 

1. Does the peasant really get his supply of water with less efiFort 
expended per gallon by resorting to the roundabout method of pro- 
duction? If so, why? Remember that he had to work hard on the 
runnel. ^ 

2. "The roundabout process of production is not merely an efficient 
method of production. It is sometimes the only possible method by 
which to get goods we use to-day.*' Cite cases. 

3. As you think over what is meant by roundabout production, should 
you say that the time of the productive process involved in making a 
suit of clothes is longer or shorter than it was in the colonial days ? 

4. Capital has been classified as free and specialized. Free capital is 
illustrated by goods which may be used for many purposes; specialized 
capital, by those which can be used for but one purpose. Give five illus- 
trations of free capital; give five illustrations of specialized capital. 
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action, and gravitation. These forces are giant forces, and when 
they do our bidding we can produce great quantities of goods. 

In the second place these physical aids enable us to concentrate 
greater forces on a given point at a given time. Think, for 
example, of the power of the steam hammer. Of course, enough 
people could be assembled and equipped with sledges so that the 
sum total of the blows they could strike over a considerable 
period of time would equal one blow of a steam hammer, but it 
is clear that so great a number of people could not exert this 
total force on a small point at one instant of time. 

In the next place it is noteworthy that these physical aids 
enable us to utilize to better advantage our own powers. All of 
us have seen illustrations of this in the use of the lever, the pulley, 
the wedge and the screw. 

Fourthly, these physical aids enable us to direct efforts more 
perfectly than would be possible without them. Machinery works 
with a certainty and regularity that the human arm or eye can 
not equal. 

Finally, it is worth noting that machinery makes possible 
greater continuity of effort than would otherwise be possible. A 
machine is tireless. Its wood and iron know no fatigue ; they are 
very different from man's body, which is quickly fatigued and 
must have rest periods for recuperation. 

CAPITAL IN AGRICULTURAL PURSUITS. 

Some idea of the tremendous increase in productive capacity 
resulting from the use of machines can be gained from an inter- 
esting computation which has been made concerning the effect of 

1. Capital has been defined as wealth devoted to the further pro- 
duction of wealth. Consumer's goods have been defined as goods 
immediately available for personal use. Is pig iron capital? A rail- 
road? Candy on the shelves of a retail dealer? Candy in your hand? 
Coal? 

2. Make a list of things which are clearly capital. Make a list of 
things which are clearly not capital. Will you put labor in this second 
Hst? 

3. Draw up a list of ways in which capital aids in production. 

4. Does capital (for example, freight cars, machinery, and coke) 
really replace itself ? Does it make possible its own replacement ? If so, 
in what ways ? 

5. Since capital is such an aid in production, how do you account 
for the fact that they used relatively littie capital in the Middle Ages? 
Why is there relatively littie among savages? 
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farm machinery upon crops. An economist, Mr. H. W. Quaintance, 
computed the quantities of several crops which were produced in 
a given year under machine methods and then computed the 
quantities which the labor-power used in connection with these 
machines could have produced had this labor-power raised these 
same crops by hand methods. He concluded that about 95 per 
cent of the crop of wheat could be attributed to the machine, 
about 89 per cent of the crop of oats, and 81 per cent of the crop 
of hay. He summed up his investigations in the statement that 
the increase of effectiveness of man-labor power when aided by 
machinery varied from 150 per cent in the case pf rye to 2,244 P^^ 
cent in the case of barley. When we bear in mind that machine 
industry does not play as large a part in agriculture as it does in 
many other piu"suits, we get some appreciation of what man owes 
to machines. 

THE MAINTENANCE AND INCREASE OF CAPITAL. 

It is clear enough that it is important for a community to have 
a supply of capital. Capital does not come by wishing, however, 
and once we have it, we must be careful to maintain it. 

The details of how we bring capital goods into existence can 
not all be presented here. In the production of such goods we 
make much use of financial machinery and this financial machinery 
is to be described in a later lesson. Certain matters can properly 

1. Is capital really productive? Does it produce anything apart from 
the employment of labor? Apart from the use of land? Can you name 
any employment in which labor produces without capital ? 

2. If a new machine is invented, it may possibly serve to displace 
laborers by performing their tasks more cheaply. Does this mean that 
machinery is a bad thing for the laboring class? 

3. Capital increases productive power and this tends to make goods 
cheaper. Does this mean that capital is a good thing for the laboring 
class ? 

4. A man spent $5,000 in providing a banquet. Would this give em- 
ployment to labor? Would it have given employment to labor if the 
money had been expended in building a factory? From the point of 
view of society which is the wiser way to spend money ? 

5. Does the preceding question imply that spending money for amuse- 
ments is unwise? What did the lesson on labor show concerning this 
matter? 

6. Now, that we have had our discussion of capital, try to answer 
again whether the destruction of San Francisco increased the amount of 
employment for working people generally. 
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be taken up at this time. Capital goods, as represented by tools 
and machines, are brought into existence by applying to their 
making natural resotirces, labor, and physical aids already in 
existence. Of course, that is the only way it could be done. 
Now notice that productive energy applied to one purpose is 
not available for another purpose. Productive energy devoted 
to the making of capital goods is not available for making con- 
sumers' goods, such as things to eat and wear. That is what 
some people have in mind when they say " capital goods can be 
created only at the sacrifice of immediate satisfactions.*' It is 
a case of a present sacrifice for the sake of harnessing natural 
forces so that greater quantities of goods can be produced in the 
ftiture. Of course, if the capital goods are used for destructive 
purposes only, like the capital now being used for military pmposes, 
the present sacrifices are not necessarily followed by increased 
productivity in the future. 

After capital goods have been created, they must be mainrtained. 
If we permit them to be worn out by use and do not take steps 
to replace them, we shall, of coiu-sCi presently be without capital, 
and that means that we can not as readily gratify our wants. 

When a business man talks of this problem, he talks about re- 
pairs, depreciation, and replacement. It is easy enough to see 

1. Try to draw up an accurate definition of a replacement fund; of a 
depreciation charge. 

2. A sugar refiner decides to go into the silk spinning business. Can 
he use his old capital in his new factory ? In what sense can he withdraw 
his capital from one industry and put it in another? 

3. Put the question concerning the sugar refiner and the silk spinner 
in general terms. How is the amount of capital kept adjusted to the 
growth or decline of the various branches of industry ? 

4. We talk of spending money for building factories. The money 
does not build factories in itself. It merely gives its owner control of 
land, labor, capital, and organization with which to build factories. Is 
this a correct statement of the case? 

5. In which case would society be worse off: by having five thousand 
gold dollars thrown into the sea or five thousand dollars' worth of useful 
machinery? 

6. Is the miser or the spendthrift the more useful member of society ? 

7. A man borrows a machine which is worth $100 and uses it for a 
year. When he returns it to the owner, he gives him in addition $50, 
saying '* Forty-five dollars is for depreciatiori 9.n4 five dollars is fpr 
interest." Define interest, 

§6^ip*»— 18 
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what he means by repairs. If some part of a machine breaks, 
that parts hould be mended. Depreciation is a little harder to 
understand, but the point at issue is an important one. Machines 
frequently depreciate or deteriorate or '*wear'* a great deal 
without actually breaking down. They may finally have to be 
thrown away, even though no part has actually broken. The 
business man calls this ** depreciation through wear and tear,'* 
and he usually arranges his business affairs so as to have means 
of replacing machines which are badly worn. If he sets aside 
funds from time to time for this purpose, he is likely to say he is 
'* setting up a replacement fund." 

DEPRECIATION DUE TO OBSOI.ESCENCE. 

There is another kind of depreciation which is quite as important 
as the depreciation due to wear and tear. This is the deprecia- 
tion due to the fact that machinery gets behind the times. MoHem 
industry changes rapidly. New inventions are constantly made, 
and a good machine may quickly become inefl5cient even though 
it has not been used at all. The new invention may have so much 
greater productive power that the old machine must be sold for 
junk or '* scrapped.'* 

Of course, alert business men keep this possibility in mind. 
Many of them lay aside from time to time from the proceeds of 
their business ftmds with which to buy new machines when old 
ones have become obsolete. 

It should be clear to us that the business man who owns capital 
is not the only person who is interested in providing for its proper 
maintenance. Ours is a cooperative society. Every one of us 
gains by efficient production and by proper provision for the in- 
struments of production. It would be almost as tmfortunate for 
those of us who are not business men as it would be for the business 
men themselves if through carelessness or ignorance there were a 
failure to conserve (which means " use wisely '*) capital goods. 
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LESSON A-7. ORGANIZATION.* 

The physical resources, human resources, and capital which a 
community and nation have at command must be brought into 
harmonious cooperation if the needs of life are to be met most 
economically and completely. Land, labor, and capital if sepa- 
rated could produce little. They must be made to cooperate. 
Their cooperation, furthermore, should not be in a haphazard 
fashion. The productivity flowing from a wise combination is 
many fold the productivity which results from an unwise one 
So important is this matter of correct correlation of land, labor, 
and capital that some writers regard the task or function of organi- 
zation as equal in significance to that of any one of the factors 
just named. 

In this present lesson we shall take up a preliminary discussion 
of three matters connected with organization. 

ORGANIZATION THROUGH SOCIAL CONTROL. 

The first of these is the part played by society itself as an 
organizer. Our society, as a whole, or in its various subgroups, 
has much to do with the correlation of the factors of production. 
It does a part of its organizing through social control of which 
we learned something in an earlier lesson. Laws very frequently 
play such a part. For example, people living in irrigated dis- 
tricts are permitted to use only so much water; imder the law the 
State may take land from owners to build a highway, thus shifting 
land from one productive enterprise to another. Public opinion, 
customs, codes of ethics, and other forms of social control play 
parts similar to that played by laws. 

In addition to social control, there are various institutions of 
modem society which affect organization. "Institutions'* is a vague 
term. Often it is used as the name of something quite definite, 
visible, and tangible, such as a bank, school, or business establish- 
ment. Sometimes it is used in a more abstract way. For ex- 
ample, we speak of oiu- financial system, our school system, 
private property, competition, or forms of business organization 
like a partnership or a corporation. 

However the word may be used, these institutions are signifi- 
cant factors in the organization of business life, and for that 

* Material for this lesson was prepared by Leverett S. Lyon, instructor in the Uni- 
versity High School said School of Commerce and Administration of the University 
of Chicago. The lesson is designed to show how natural resources, human resources, 
and capital are brought together and correlated for purposes of production. 
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matter in the organization of all aspects of life. Details concerning 
this situation will appear in later lessons. For the present, think 
how a bank influences the flow of capital, how the schools train 
us for specific pursuits and enable us to use in a general way the 
various opportunities about us; how competition, which is one 
of the abstract social institutions, forces an inefficient man out of 
business and tiuns over to a more efficient man the agencies of 
production. 

ORGANIZATION THROUGH THE GAIN SPIRIT. 

So much for social control and social institutions as agencies of 
organization. Another device which we use is the appeal to 
the desire for gain or profits on the part of individuals. 

There is only a certain limited amount of productive land, labor, 
and capital in existence at a given moment of time. The portion 
of them which is used in making one article is not available for 
use in making another. If more shoes are made, less productive 
force is available for making other things, perhaps hats. Clearly 
one of the problems of modem industrial society is that of de- 
termining to what uses we shall put our existing quantities of 
land, labor, and capital. This is of course a problem of organiza- 
tion. 

It is worth while to call back to otu- minds how this problem 
was met by the English priority board. In this case the organiza- 
tion was performed by a definite committee having definite powers 
of organization conferred upon them by society. 

The priority board is a wartime device. Most of our appor- 
tionment of land, labor, and capital among the enterprises of the 
community is done not by a committee but by means of price levels 
and margins of profit. If more hats are desired, the price of hats 

1. One of the chief problems of organization in modem industrial 
society is that of determining how the total amount of capital now 
available is to be divided among the various industries. How is this 
problem solved? 

2. Substitute the word labor for capital in the foregoing question. 
How is this problem solved ? Do the same with land. 

3. Our business manager makes a profit if he conducts his business 
well. Does society gain in this case ? 

4. He loses in terms of dollars and cents if he does not organize and 
conduct his business successfully. Show precisely how society loses 
in such a case. 



OltGANlZAYlOK. 69 

goes up and it becomes profitable for business men to devote 
land, labor, and capital to making them. If fewer farm imple- 
ments are needed, it becomes less profitable to make them and 
land, labor, and capital are taken away from the making of farm 
machinery and turned to the making of goods which are in greater 
demand. This is as truly apportionment, or organization, as it 
would be if done by a definitely authorized committee of business 
men who, having command of labor and capital, placed these 
factors of production where they are most needed. 

ORGANIZATION WITHIN A GIVEN BUSINESS. 

The third case of organization to be discussed in this lesson is 
that of the proper correlation of the factors of production within 
a given business unit, such as a factory, a store, flotir mill, or a 
mail-order house. In this case the organizing is planned by the 
responsible head of the business or by men whom he has employed 
for that purpose. Here also the motive force is the desire for 
profits. If the productive agents are well organized, the goods 
will be timied out at low cost and the gains of the business will 
be greater. 

SCIENTIFIC MANAGEMENT IN BRICKLAYING. 

Some years ago an industrial engineer had occasion to find out 
whether improvements could be made in the organization of brick- 
laying. He made a careful study of the trade in all its various 
applications, but for the sake of simplicity we shall discuss only 
that part of his study which dealt with the problem of erecting 
a plain brick wall for a house. Keep in mind, however, that the 
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1. Does it seem to you a curious thing that the organization of pro- 
duction is left to private persons whom we call business men? If they 
are not careful and energetic are you and I worse off? 

2. See if you can discover some activity in your home, in your father's 
place of work, or in your school where a great deal of effort is spent 
needlessly. Can you discover anything faulty with the arrangement of 
the materials with which you ordinarily work? Is your desk incon- 
veniently high or low? Is the light poor or does it come from an incon- 
venient direction? 

3. Can you pick out any persons in your community who appear to 
be better qualified for some other work than that which they are actually 
performing? 

4. Should we include in the organization of labor for bricklaying the 
men who dig sand from sand pits and those who convey it to the place 
where it is needed ? 
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particular organization he worked out for building a wall appUed 
in large part to other forms of bricklaying and that the principles 
he followed can be used in all industry. 

THE GAINS OF DIVISION OF I^ABOR. 

The engineer very quickly discovered that not all men are equally 
good bricklayers. Some are rapid workers ; some are slow workers ; 
some build a straight wall ; others a crooked one. Clearly correct 
organization necessitated the selection of the right man for the 
task. 

In arranging his labor force the engineer did not stop with 
his selection of bricklayers. The wages of good bricklayers are 
high, and our engineer saw that in the usual methods of building 
houses these high-priced bricklayers spent a great deal of time 
in sorting out from a disorderly pile of bricks the ones appro- 
priate for use in the various parts of the wall. Often, also, the 
bricks were delivered to the bricklayer in such a fashion that 
it was necessary for him to turn or *'flip*' many of them in his 
hand in order to get them in exactly the right position to apply 
to the wall. Neither the sorting process nor placing the brick 
in the right position was a task which required great skill. Either 
one could be performed by a low-priced laborer. Oiu* engineer 
made provision that this should be done. 

It thus appears that one of the tasks of organization is that of 
selecting the right laborer for the right task, of putting his high- 
priced workman on work that is of his grade. 

1. The following are some of the advantages of division of labor: 
(a) Adjustment of workers to tasks; (b) shortening of time involved 
in learning a task; (c) less waste of material in learning a task; (d) 
increased physical dexterity; (e) economy of tools. Show why each of 
these advantages is present in division of labor. 

2. What disadvantages can you see in division of labor? 

3. Do the advantages of specialization apply solely to the case of labor 
or do they apply to capital and land as well ? 

4. A market gardener has been cultivating a lo-acre plot with the aid 
of six men and an appropriate outfit of tools. Suppose that with the 
same land and the same tools he were to set to work 10 or 50 or 100 
men. Would the crop increase in proportion to the increase in the 
number of laborers? Would it remain unchanged? 

5. Try to work out a similar problem in connection with some phase 
of manufacturing industry. 
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THE PROPER ADJUSTMENT OF CAPITAI< AND LABOR. 

Even after our engineer had secured as bricklayers the best 
men and had provided them with satisfactory miskilled helpers, 
much more remained to be done before the factors of production 
involved in building the wall were properly organized. 

One of the tools in common use in bricklaying is the mortar 
board. Upon this board the mortar usually lies in such a thin 
heap that the worker quickly exhausts the supply nearest him 
and then finds it necessary to reach a long distance, and some- 
times even to take a step, in order to reach the mortar on the 
opposite side of the board. This seemed to our engineer a poor 
tool, and he accordingly devised a mortar box or tub. In this 
the mortar was deep and when the tub was placed close to the 
worker long motions and steps could be avoided, for in the deep 
box or tub the worker could be sure to fill his trowel merely by 
dipping in. 

This elimination of unnecessary motions was facilitated by 
making certain improvements in the scaffold, which we may 
think of as another tool. Prior to the investigation of our engi- 
neer, it was usual to have a scaffold which was not readily adjust- 
able with respect to height. When the wall was low in relation 
to the floor of the scaffold, the bricklayer had to do his work in 
an awkward position. When the wall was high, his position was 
again awkward. These awkward positions seriously affected his 
efficiency. Then, too, on the scaffold would be a sort of table 
with bricks and mortar placed upon it. The height of this table 
was not always carefully planned. In many caaes the workman 
had to take a step or two, stoop over to pick up a brick, straighten 
up, and then step back to the wall to lay it, thus using more 
energy in moving his body than in moving the bricks. The 
result was, of course, a great waste. 

Our engineer made a better adjustment. He planned what he 
called a nonstooping scaffold which might also be called a non- 
stepping scaffold. The floor of the scaffold was always at the 
most convenient height in relation to the height of the wall, and 
the tables on which the bricks and mortar lay were at definite 

1 . Make a visit to the kitchen of your home and study its arrangement. 
Can you suggest improvements in its organization? 

2. Modify the question which dealt with the market gardener so as 
to have the number of the men constant, but to have the tools doubled 
or increased one hundred fold. Would the crop increase in proportion 
to the increase in equipment? Would it remain unchanged? 
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distances from the workman and from the wall, and always at 
definite heights. The result was a very considerable increase in 
the number of bricks which could be laid in a day without at all 
increasing the strain on the worker. Indeed, the strain was 
diminished. ^ 

THE SIGNIFICANCE OF ORGANIZATION. 

This accotmt of the organization of the factors of production 
engaged in the making of a brick wall tells of only a few of the im- 
provements made by the industrial engineer. The whole story 
would show that he brought about almost a 200 per cent increase 
of productivity. We are not so much concerned in the facts as in 
their significance. They show clearly that an improvement in 
the internal organization of business units would have a pro- 
fotmd influence upon our whole standard of living. 

DIMINISHING RETURNS IN AGRICULTURE. 

The illustration of bricklaying dealt mainly with the organi- 
zation of labor and capital in a given business enterprise. Cor- 
responding illustrations could be drawn from other industries 
showing the importance of a proper relation between labor, capi- 
tal, and land. Another illustration can be taken from farming. 
A certain amount of seed, which is, of course, capital, is *' right" 
for a given field. Too small a quantity of seed would be wasteful 
because it would not use the land; too large a quantity would be 
wasteful because there would not be suflBicient nourishment for 
the plants. ^ 

There is in every business enterprise a certain best apportion- 
ment, or organization, of the different factors of production. 
When this best apportionment has been achieved, society is able 
to gratify wants much more readily than is the case when the 
apportionment is a poorer one. 
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Chapter m. 

MACHINE INDUSTRY AND COMMUNITY LIFE. 



Lesson A-8 presents the story of the transition from tool industry to machine 
industry and the modem factory system, showing how this change has profotmdly 
affected the life of the people. The change began about the middle of the eighteenth 
century, and it amounted to an industrial revolution. England was the country in 
which the factory system first developed, but she no longer holds tmdisputed pre- 
eminence as a manufacturing nation. 

Lesson A-9 describes some of the hardships that are associated with machine 
processes and showts the necessity for social control. The monotony of constantly 
repeating the same operation is exhausting physically and mentally; the noise and 
the conflicting rhythm of a machine cause strain on the nervous system; the sur- 
roundings in which some operations must be conducted are unwholesome; eagerness 
for gain tends to stimulate men to excessive effort. Legal regulation is necessary to 
minimize the dangers in these conditions. 

Lesson A-io introduces the distinction between the "indirect costs," or the con- 
stant expenses which do not vary with the changes in a business, and the "direct 
costs," which are variable. The extensive use of machines has naturally led, in 
turn, to large scale production, keen competition, and careful organization of busi- 
ness. There is often a very narrow line between profit and loss, and very careful 
calculation is necessary to determine the condition of affairs. "Cost accoitnting" 
is one of the developments of recent years in industrial establishments, designed to 
give the manufacturer this information. 

Lesson A-ii, shows the effect upon education of the demand for trained men in 
the industries. The need of general intelligence and of mental breadth is no less 
than formerly, but those qualities must be supplemented by practical knowledge 
of definite lines of work. Marked changes, therefore, have taken place in the sub- 
jects and methods of instruction. The number of schools has increased and the 
varieties of education offered have been greatly multiplied, raising the general intel- 
ligence of comtri^jTijti.es to a high level. 



LESSON A-8. THE RISE OF MACHINE INDUSTRY. 

By LbverSTT S. Lyon, 

Instructor in the University High School and the School of Commerce and Administration, 

University of Chicago. 

Everyone is so accustomed to using factory-made articles that 
a handmade article is regarded as a kind of luxury. Handmade 
fumitvire or shoes or knitted garments are advertised more or 
less as novelties. All this is very modem. Not many generations 
back homespim clothes and handmade furniture were all that 
people knew. 

The change from the simple life of hand industry and home 
industry to the modem way of living was very rapid, when once 
the success of power machinery was discovered. In less than 
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200 years the mode of life in the western world has been trans- 
formed. 

THE DOBfESTiC SYSTEM OP INDUSTRY. 

We get om- best example of the advent of the machine from 
the history of England, the coimtry which led all others in the 
introduction of the factory system. Before the time of the indus- 
trial revolution, which for convenience may be said to have begun 
ill 1750, the greater part of the manufacturing in England was 
carried on tmder what is known as the "domestic system." In 
this domestic system artisans made goods in their own houses or 
in sheds attached to their homes. The work was done by mem- 
bers of the family, assisted sometimes by one or more appren- 
tices — ^boys who were learning the trade. 

Many of the artisans lived and worked in little country villages. 
Some lived in the suburbs of large towns; others in cottages a 
long way from any neighbors. Whether a workman lived in a 
suburb, a town, or in the coimtry, he generally had possession of 
some land that he could till, and he often gave as much time to 
farming as to manufacturing. 

THE DOMESTIC SYSTEM MEANT TOOL INDUSTRY. 

The processes and implements used by these manufacturers 
were very simple and inexpensive, and the implements were al- 
most always owned by the artisan. Iron was smelted in small 
furnaces which were heated by burning charcoal. The draft of 
air for the furnaces was fiunished by large handmade bellows 
operated by men or by oxen. 

1. If you have ever visited a factory, be prepared to report on the way 
in which goods were manufactured there. If you have never visited a 
factory, arrange for such a visit. Observe what is going on in the factory 
and make notes under the headings: Goods which are made; raw mate- 
rial which is used; amount of machinery employed; kind of power used 
to drive the machinery; number of different processes through which 
the raw material passes; number of persons employed; classes of per- 
sons — old, young, women, and children; how the goods are transferred 
from the factory to the places where they are sold. 

2. How many of the articles in your home were made in factories? 
Do you know whether your clothes were made in factories? Your shoes? 
Any of the things you eat? 

3. Make a list of the principal factories in your town. What sort of 
goods are made in each of them? 
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Nails were made from iron rods which had been forged in small 
blacksmith shops. They were hammered out by hand on anvils 
and cut to proper length with chisels. Soap was produced by 
boiling together in a small kettle wood ash and sheep's tallow or 
other fat. Wood was used as a fuel, and the materials used were 
stirred and mixed with a hand ladle. 

THE CI.OTHIER. 

Under this domestic system there was of course organization of 
the various steps in getting goods into the possession of consumers. 
At times it was a very simple plan by which the tradesman per- 
sonally owned the raw material and tools and product and sold 
the product to customers who came to his shop, or sold it at the 
town market. The more typical arrangement, however, was that 
which is exhibited by the case of the so-called clothier. He bought 
wool from the woolgrower, or from wool merchants, and delivered 
it at short intervals to the scattered spinners whom he paid for 
working it into yam. The yam made by the spinner belonged 
to the clothier. After getting it from the spinner he carried it to 
the weaver, whom he paid for making it into cloth. In a similar 
way this cloth was then carried through the remaining steps, such 
as milling, dyeing, shearing, and dressing. Under this arrange- 
ment the clothier owned the raw material used in every step of 
manufacture. He hired the services of the various artisans, who 
owned their tools and workshops. These artisans thus fixed for 
themselves the number of hours they worked, the intensity with 
which they toiled and the methods they used in production. In 
other words, they made most of their ''conditions of work" for 
themselves. 

1. The domestic system of industry was preceded by what was called 
the "guild system." Find out about the guilds in an encyclopedia or an 
industrial history of England. Show wherein the domestic system was 
different from thfe guild system. 

2. Look up the words "apprentice" and "journeyman" in a good dic- 
tionary and see how these persons fitted into the guild system. 

3. Where does the raw material come from that is used in any of the 
factories in your community? 

4. Make a list of the agencies which are used in bringing raw material 
to the factories of your community. Who is the middleman? 

5. Find out what methods or agencies are used by isome factory in 
your community in getting its goods into the hands of sellers. Was 
the clothier able to use these agencies? 
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The cloth which was made in this way was the property of 
the clothier. He sold it either to cloth merchants or to customers 
at markets or fairs. These clothiers were very useful members 
of the industrial society in which they lived. One writer has 
said of the clothier that he '* occupied a very responsible and 
prominent place in the local community. He was the moneyed 
man, the paymaster, and the employer of the whole vicinity. 
The neighborhood's activity and prosperity rested in his hands." 

LARGE MARKETS DEMAND MORE EFFICIENT PRODUCTION. 

Under the most favorable conditions the production of cloth 
by such a method was slow. In the England of 1 750 the market 
had grown very large and the scattered small shops could not 
produce goods fast enough to meet the demand. For 250 years 
forces had been at work making England's markets larger and 
larger. Some of these forces worked within England itself and 
caused the English people to know more about one another and 
to be more willing and able to trade with one another. Other 
forces operated to extend England's trade relations with the out- 
side world. The great geographical explorations and discoveries 
of the late fifteenth and early sixteenth centuries had been fol- 
lowed by a period of formation of colonies by the leading European 
countries and by the organization of great trading companies. 
England's share in all these operations was a large one, and 
English goods were in wide demand. Under such circumstances 
it is not siuprising that men began to cast about to find more 
efficient methods of manufacture than the methods which ex- 
isted under the domestic system. 

1. Someone has said that the history of industry may be summed up 
as a story of the taking of ever)rthing from the control of the worker. 
What did the clothier take from the control of the worker? What was 
taken from the worker by the factory system? 

2. Was it possible to secure the advantages of specialization tmder 
the domestic system ? The advantages of careful supervision of methods 
of production ? The advantages of definite control erf the hours of labor ? 

3. Do you know of any cases where the apprenticeship system is 
used to-day. 

4. The following are some of the reasons why the market for English 
goods was so large in the eighteenth century: (a) The geographical 
discoveries and explorations which occurred at the opening of the modem 
era; (6) the invention of the printing press; (c) the development of 
the English colonies. See if you can explain why each of these would 
widen the market. 
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THE INDUSTRIAL REVOLUTION. 

The way out of the difficulty was not foimd by any slight modi- 
fication of existing methods. Beginning about 1750 there came 
great changes in the industries of England. These changes were 
so marked, occurred in so many industries, and took place so 
rapidly that together they are often spoken of as the industrial 
revolution. It would be impossible for us to follow the changes 
in every industry, nor is it necessary that we should. By taking 
note of the changes in the manufacture of cotton cloth, we can 
get an imderstanding of what was occurring throughout all 
industry. 

HOW COTTON CLOTH WAS MADE BEFORE THE INDUSTRIAL REVO- 
LUTION. 

The process followed before the industrial revolution may be 
described as follows: The raw material for making cotton cloth 
was the tangled mass of cotton fibers which came directly from the 
fields. The only work which had been done on it was the laborious 
work of picking out the seeds by hand. The first step taken 
toward making cloth was to straighten out the fibers so that they 
lay parallel. This was accomplished by "carding" or brushing 
and combing the fibers by hand with stiff brushes called *' cards. " 
The next step was ''spinning," the process of drawing out the 
parallel fibers into a loose slender string and twisting them at the 
same time so that the fibers adhered to one another and formed a 
cord or thread. The spinning was done with simple hand or foot- 
power spinning wheels, in the operation of which the fibers were 

1. Why is tool industry not as productive as machine industry? 

2. Find out at what times the canal and the railroad helped to widen 
the market. How could they help to do this? 

3. Answer the same questions for the telegraph and the telephone. 

4. One writer has said that the industrial revolution is the result of 
an increased demand for jwoducts. Another writer says it is the result 
of centuries of development in science which made possible the making 
of machines. What do you think is the truth of the matter? 

5. Find out in what period the great central region of the United 
States was settled. Would the settlement of this region have any effect 
upon the development of machine industry? 

6. Did any part of the cotton that was used in cloth-making come 
from the United States? What proportion of the world's raw cotton 
does the United States produce today? 
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drawn out by hand and twisted by a whirling device called a 
** flyer. " When the fibers had been thus spun into thread, the 
process of weaving remained to be done. This work was per- 
formed on hand looms. The '* warp " threads were first stretched 
across a wooden frame and by means of a large wooden needle 
which was called a "shuttle," the "woof" threads were woven 
horizontally across them. After the cloth was woven it was often 
bleached by a slow process, and if a figured cloth like calico was 
desired, the color was stamped on with hand dies. 

SPINNING INVENTIONS. 

All of this work was slow and tedious, but it was spinning that 
required most time. One rapid weaver could use the yam or 
thread supplied by six spinners. In 1 738 an invention called the 
"flying shuttle" increased the speed with which weavers could 
work and made men who were interested in cloth manufacturing 
still more anxious to improve the methods of spinning. 

In 1764 one of the small manufacturers of England, James 
Hargreaves, a master weaver, invented a machine with which 
one man could spin 8 threads at the same time. In honor of his 
wife, Hargreaves called this machine the "spinning jenny." 
Other workmen soon made such improvements that jennies spin- 
ning 30 threads at a time came into use. Finally, Samuel Cromp- 
ton, another weaver, combined the good qualities of all the earlier 
machines and made a machine called the "spinning mule." It 
spun a finer cotton thread than could be spun by the old spinning 
wheel and made possible the manufacture of muslin cloth. 

1. "The inventions connected with the doth-making industry fur- 
nish a good example of an improvement in one process making it very 
important to have corresponding improvement in another process." 
Assemble the facts connected with the doth-making inventions and find 
out whether this statement is true. 

2. It is sometimes said that the industrial revolution lasted from 1750 
to 1830. Prove that factors contributing to the revolution began much 
earlier than 1750 and that the revolution was not over by 1830. 

3. Many people assert that the new machinery which came in at the 
time of the industrial revolution would have been of little use if means 
of transportation had not greatly improved at that time and later. Do 
you think such a statement is justified? 

4. "Machine industry did not come into its own until machines were 
used to make machines." Why is this so important? Why did they 
not use machines to make machines at the very outset? 
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other cloth-making inventions. 

These great advances in spinning methods stimulated invention 
in other processes of cloth manufacturing. A machine for carding 
came into use; a "printing cylinder" was invented with which 
calico could be stamped a hundred times faster than before; the 
use of chemicals replaced the old methods of dyeing cloth ; weaving 
was greatly facilitated by the invention in 1 785 of a loom operated 
by water power or steam which could weave cloth at a speed im- 
thought of before. Finally, in 1792, Eli Whitney, an American, 
invented the cotton gin. Before the invention of the gin one man 
working with hand tools could remove the seeds from 4 or 5 
pounds of cottbn in a day. With the new machine one man 
could clean 1,000 pounds of cotton in a day. This invention made 
it certain that the new machinery of the cloth manufacturers 
would be supplied with raw material. 

CORRESPONDING CHANGES OCCURRED IN OTHER INDUSTRIES. 

The new machines appeared in rapid succession and changed 
the whole industry and also the mode of life of the people. What 
happened in the cotton industry happened also in the other 
textile industries. Corresponding changes were occurring at 
about the same time in other branches of industry. The most 
striking and important of these occmred in the iron trade. Some 
of the important discoveries were how to use coke instead of char- 
coal; Cort's invention for puddling and rolling; how to use a hot 

1. Find out what each of the processes mentioned in the iron industry 
is, and how it contributed to the cheapened production of iron. 

2. The lesson points out some illustrations of how simple processes 
have been supplanted by complex industrial processes. Find other 
illustrations. 

3. The list of inventions connected with cotton-cloth making seems to 
cover the stages after the harvesting of cotton. Have machine methods 
become available for cultivating and picking cotton ? 

4. Which seems to you the more important, the presence of machines 
or the application of power to machinery? 

5. Was the industrial revolution purely industrial in character? Are 
you justified in calling it a "revolution,** or would "evolution" be a 
better term? 

6. Think back over the work of the clothier in the woolen industry and 
make a list of the equipment he would need in his business. Do you 
think that a person corresponding to the clothier might have existed in 
the cotton-cloth business ? 
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blast in smelting; and how to use raw coal instead of coke. Such 
discoveries revolutionized and greatly cheapened the production 
of bar iron. Since iron is really the foimdation of all machine 
industry, the significance of these facts can hardly be overesti- 
mated. They meant a plentiful and cheap supply of the material 
which was essential to any considerable supply of steam engines, 
raih-oads, and the giant machines which make other machines. 

SIMPLE PROCESSES YIELD TO COMPLEX PROCESSES. 

The simple processes of the period of domestic industry have 
yielded to machine processes. Only here and there and on a very 
small scale do the earlier methods survive. The kettle of the soap 
boiler has given way to a long chemical process. The anvil and 
chisel of the nail maker have been replaced by steel mills. The 
village potter has found that the pottery factories have made 
work with hand tools unprofitable. So thoroughly have machine 
industry and machine methods come into our whole life — into its 
manufacture, its marketing, its methods of communication, and 
even its amusements — that we sometimes call this *'the machine 
age.'' 

We shall be greatly in error if we think that the industrial revo- 
lution is a thing of the past. It is still going on. Its first phase 
lasted until about 1 830, and may be characterized as the period of 
the coming in of machinery. From 1850 to 1880 was a period of 
building great machine shops to build machinery. Since 1880 the 

1. One reason for such large industrial plants as we have to-day is 
that power can be made cheaply in large quantities. Suppose some one 
should invent a process by which power could be made as cheaply in 
small quantities as in large. List the effects you think this would have 
upon industry. Would it be likely to cause industry to move back into 
the homes and small workshops? . 

2. It is said that the advent of machine industry has done a great deal 
to bring about the existence ©f a definite labor class. How ? 

3. "The machine has caused the trade-union." Is there any truth in 
this statement.^ 

4. "The machine has caused modern large-scale production." What 
does "large-scale production" mean? Do you agree with the quotation? 

5. "The machine has caused industry to become impersonal." What 
does this mean ? Is it true ? 

6. "Machine industry has caused the present great war." How far 
does this seem true? Is machine industry used much in the war? 
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appKcations of science to industry and the search for markets have 
led writers to speak of our period as the third period of the indus- 
trial revolution — the period of scientific management and of revo- 
lution in buying and selling methods. 

SOME CHANGES WROUGHT BY MACHINE INDUSTRY. 

It is easy for us to see that the introduction of machinery would 
very greatly increase the quantity of useful goods and would 
greatly change the ways in which they are made and marketed. 
Let us notice the great differences in the management of industry 
brought about by machine industry. Machinery was too expen- 
sive for the artisan to buy and too large and too dependent upon 
nonhuman power for the artisan to be able to operate it in his 
home or little workshop. It had to be located where water power or 
steam power developed by coal was available. Since power could 
be produced more cheaply in large quantities than in small quan- 
tities, the development of machinery meant housing industry in 
the large buildings which we call factories. There, imder one roof, 
with regular hoiu"S of work determined by their employers, with 
the machinery owned by the employers, with the conditions of 
work largely determined by the employers, most of the former 
artisans, and often their wives and children, were collected to 
become factory hands or mill workers. This resulted in modes of 
life wholly different from those which existed when the clothier 
carried on the textile industry. 

1. The industrial revolution led to large-scale industries and to increas- 
ing difficulties in the management of industry. Show that accounting 
is a device which the modem business manager uses to help him control 
his business. 

2. "The industrial revolution has greatly changed the incentives felt 
by labor. To-day wages form the main incentive. There were many 
other incentives before 1750." Can you name any of them? 

3. What is meant by saying that machine industry is largely respon- 
sible for the development of modem cities ? Can you name any problems 
which have resulted from this growth of cities ? 

4. "Railroads haul food and thus make it possible for people to live 
in cities." "Railroads carry people and thus make it possible for city 
workers to live in the suburbs and in the country. " Does the railroad 
cause concentration or diffusion of population? 

5. Draw up in parallel columns a statement of the conditions under 
which artisans worked prior to the industrial revolution and the condi- 
tions under which factory hands work to-day. 

666ia^— 18 6 
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THE SPREAD OF MACHINE INDUSTRY. 

From England the new machine industry spread to other coun- 
tries. In America, Belgium, Holland, Germany, France, Italy, 
Spain, Austria, and Japan, goods of all sorts are now made chiefly 
in factories and by machine methods. These nations are now what 
England alone was at one time — ''workshop of the world. " It is 
clear enough that this has meant a very great change in the way 
in which all the civilized peoples of the world live. 

THE HUNGER FOR MARKETS. 

The factory system manufactures goods so rapidly that of late 
years the coimtries which' have been most successful in large-scale 
manufacturing, such as England, Germany, and the United States, 
have found it difficult to sell all the goods that they make. This 
difficulty has led to many interesting developments. For one 
thing, it is in the past generation that advertising has come to play 
such a prominent part in our industrial life. Advertising was 
known hundreds of years ago. It has been only under the modern 
pressure for markets that it has become more or less of an institu- 
tion. So, also, great emphasis is now placed on other matters 
connected with salesmanship. Business houses conduct schools of 
salesmanship for their employees. Colleges of commerce are 
established in the tmiversities the country over. Still another 
consequence is seen in the giant combinations of business, called 
"trusts," which have been formed largely to reduce competition 
for markets. Finally, merchants of the various countries have 
sought outlets for their goods in less developed regions. They have 
pushed into foreign lands, have tried to build up colonies, and 
have built up trade connections. One of the potent causes of the 
present grekt war in which we are engaged was the rivalry of 
nations to find markets for their goods. 
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LESSON A-9. SOCIAL CONTROL.' 



The wide use of machinery has created conditions for the 
worker, for the employer, and for society at large very different 
from those which existed before its introduction. Some of these 
new conditions are distinct improvements. Others are of doubtful 
merit, and still others have within them such clear possibilities 
of harm that the whole community feels called upon more and 
more to cope with the situation. When the community takes up 
such problems through the proper agencies we speak of the 
exercise of social control. 

THE MONOTONY OF MACHINE OPERATIONS. 

One of the first matters we notice with respect to machine opera- 
tions or processes is that these operations are what is called 
"standardized.'* The same operation is repeated over and over 
again, and is exceedingly monotonous. In the use of the very 
earliest machines monotony was not so extreme, because the 
machine operative oiled the machine and looked after its repairs 
and its raw material. As time went on, however, machinery 
became more and more automatic; that is, it regulated itself 
more and more, and it left to its tender only routine and monoto- 
nous duties. With many machines to-day the machine tender 
spends hom* after hour, day after day, and possibly year after year 
going through the same limited set of motions over and over again. 
The constant use of the same muscles and the same nerve centers 
fatigues and exhausts the worker much more quickly because 
there is no chance to obtain the relief which comes from variation 
in the work done. At the same time the monotony is deadening 
mentally. The worker knows only one process, and in this process 
there is little room for individual initiative, little opportunity for 
broadening his mental horizon. 

NOISE AND RHYTHM OF MACHINES. 

Comparable to the results of monotonous toil are those flowing 
frpm the fact that certain machines nm at what is called a 
** rhythm" which differs from the rhjrthm of the worker. We do 
not yet know a great deal of this matter of rhythm, but we do 

^ This lesson was prepared by Chester W. Wright, associate professor of political 
economy, the University of Chicago. It shows that some of the machine processes 
are in themselves a hardship for workers and that the difficulties may be accentuated 
by the presence of the desire to make great gain. Under such circumstances social 
control becomes a necessity. 
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know that operations at a rhythm conflicting with one's natural 
rh)rthm cause strain on the nervous centers, and if unduly contin- 
ued may result in complete breakdown. 

Then, too, the noises attendant upon machine operations have 
a wearing effect upon the nervous system. 

UNHEAl,THFUI< SURROUNDINGS. 

From the very nature of the case some operations connected 
with machinery must be performed imder conditions trying to the 
health. A list of such matters would include, among other things, 
processes that require artificial humidity, such as the weaving 
industries; processes that require a sudden change from great 
heat to cold and vice versa, such as galvanizing iron; processes in 
which danger arises from injurious particles in the air or from 
dust, such as trades which use emory wheels; processes which 
involve the use of chemical poisons, such as the preparation of 
lead and the manufactiu'e of matches. 

THE GAIN SPIRIT INCREASES THE DIFFICULTIES. 

Monotony, noise, conflicting rhythms, and tmhealthful sur- 
rotmdings are difficulties connected with modem technological 
processes, merely as processes. The situation is made more difli- 
cult by the fact that industry is organized on a gain basis. Busi- 
ness managers seek profits. This is by no means altogether an 
unfortunate situation. The desire for gain stimulates man to 
great activity. It does, however, have some featiu*es which 
require regulation and control. We shall isee that this is particu- 
larly true of machine industry. 

II 1^—^ I . Ill 

1. Can you think of any standardized processes which are not machine 
processes ? As for example, social manners ? Would the evils connected 
with monotony apply to such cases ? 

2. Can you give reasons other than those stated in the lesson why 
monotony is deadening mentally ? 

3. Name some advantages which a boy living on the farm has over a 
boy working in a city factory. 

4. Trying to see how heavy a weight you can lift is said to test your 
muscular strength ; trying to see how many times you can raise and lower 
your arms is said to test your endurance. Can you think of some form of 
work which illustrates this difference? 

5. Why does a person working in a noisy room become tired sooner 
than one in a quiet room ? 

6. Do you think there is any connection between overwork and drunk- 
enness? 
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LONG HOURS AND HIGH SPEED. 

It is easy to see that after a factory is set up there will be a 
great temptation to keep it going all the time. Every hour that 
a machine stands idle or the building is empty there is waste 
from lack of use. The machine might produce something all the 
time if there were men to run it. The machine is not sensitive 
and capable of fatigue like the laborer. 

This leads directly to a tendency to run the factory many hours 
a day. This tendency showed itself in the very earliest years of 
the factory system. The early mill hands of England frequently 
had to work for 14 or even 16 hours a day, with only short stops 
to enable them to eat their meals. Later/ when inventions had 
made it possible to supply better light, many mills were run all 
night as well, with two shifts of workers, each working for 12 
hotu-s. If the work was very difficult, they often had three shifts 
working eight hours each. In some industries, too, the work was 
of such a character that it was difficult to shut down even on 
Sundays, so the laborers toifed seven days a week. 

The desire for increased output which leads to long hours also 
causes the machinery to be run at high speed. When one adds high 
speed to monotonous work, noisy work, work under bad health 
conditions, long hours, and conflicting rhythms, the result is intense 
strain and this means great fatigue. 

Nor does one need to attribute all these evils to a vicious greed. 
There was general ignorance and a kind of universal rush into 
the dangers without any clear thought of consequences. It is 
only gradually that men have come to be intelligent about the 
relations of factory life to human needs and human possibilities. 

1. Make as long a list as you can of industries where there are processes 
which require artificial humidity; which require sudden change from heat 
to cold; which are dangerous because of injurious particles in the air; 
which are dangerous because of the use of poisonous chemicals. 

2. Explain why it is often cheaper to run a factory day and night, 
instead of by day alone. 

3. Do you know of any factories that run seven days a week ? Do you 
know whether there is any special reason for doing so ? 

4. In what ways might it affect a family if the mother worked in a 
factory during the night ? 

5. Name some kinds of factory work carried on chiefly by men; some 
carried on chiefly by women. 

6. Do you think the introduction of machinery which can be run by 
women has been of advantage to women? 
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FATIGUE CAUSES ACCIDENTS. 

Experience and a growing intelligence on industrial matters have 
convinced the community of certain evils of fatigue. Thus it is 
to-day a well-known fact that a very considerable portion of all 
industrial accidents are due to overstrain and fatigue. Each move- 
ment of the muscles wears out a portion of the tissues and creates 
waste matter which must be carried away, while the fresh blood 
rebuilds the tissues. But if such rapid muscular action is required 
that this waste matter can not be carried off, it acts as a kind of 
poison, and what we call " fatigue " sets in. Then the muscles will 
not contract and relax so readily as before; work becomes hard; 
motions become inaccurate, and accidents result. 

A proof of the close connection between fatigue and accidents 
is afforded by an investigation made in Germany. A table giving 
the hours of the day dining which accidents to, workers occurred 
shows that the number of accidents steadily increased from 6 
o'clock in the morning until noon, there being two or three times 
as many in the last hours as during the first. The same was true 
of the late hotu-s of the afternoon as compared with the earlier 
ones. 

OVERSTRAIN NOT REALLY PROFITABLE. 

We have said that some of the evils we have enumerated are 
due in part to the gain spirit. It is now beginning to be clear 
that it is not always profitable to conduct factory operations 
in such a way. Men have misunderstood the situation; they have 
not known all the facts. A striking illustration of how mistaken 
a policy it is to overfatigue the worker was found by a manu- 
facturer who tested the output of the workers imder long hours 
and also under short horn's. 

1. Do the statements concerning fatigue poison made in the lesson 
apply only to physical labor, or are they equally applicable to mental 
labor? Do people ever break down because of mental overstrain? 
How can such a disaster be guarded against ? 

2. Draw up a list of reasons why greater output can be secured in 
some industries by working shorter hours. 

3. Take an industry where a greater output results from reducing 
the hours of labor from 12 to 10. Would the output increase still fur- 
ther if the hours were reduced to 8 ? If they were reduced to 6, to 4, to 2 ? 
At what point should hours be fixed ? 

4. Why will a man enter an occupation where there is danger of 
accidents? What special inducements are made in such cases? 
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In one case where he decided to run longer hours he soon found 
that as a result of the overstrain the amount of spoiled work 
doubled and the total output was actually less than for the shorter 
hours. When the length of the workday was reduced, the out- 
put increased and the amoiuit of spoiled work fell off. 

What the hours should be and how frequently the rest periods 
should come, vary with different kinds of work. It is in part 
through a very careful study of this problem that those who have 
been using ''scientific management*' have been able to increase 
the output of many workers. 

THE MUNITION WORKERS OF ENGLAND. 

The importance of this problem was clearly shown in England 
when the present war broke out. It was necessary to increase 
greatly the output of mimition factories as soon as possible. 
So they ran the factories at top speed day and night, Sundays as 
well as week days. At first there was an increase in output, 
but soon the long hours of work and the resulting overstrain 
began to be felt. There were more acci 2nts; the work was more 
often defective and the workers were more frequently sick and 
could not come to work. Some factories tried working the hands 
shorter hours and learned that they could secure as large, if not a 
larger output. It was foimd, for example, in a group of boys 
between 14 and 17 years of age that when the number of hours 
of work per week was reduced from 70.3 to 57, the total weekly 
output was increased 38 per cent. This is but one illustration 
of what many manufacturers discovered. 

1. It is becoming clear that we shall have difficulty in getting enough 
labor to build our ships, mine our coal, and make our munitions in this 
present war. What does the experience of England indicate with refer- 
ence to the wise method of meeting this situation? 

2. The English ** diluted" labor in the skilled trades by introducing 
women workers and apprentices. Show from the character of machine 
industry how this could be done. Indicate some of the safeguards which 
should be thrown around such a procedure. 

3. If all children over 10 years of age were put to work at once, would 
the labor power of the country be greater? Do you think it would be 
greater 15 years from now than it otherwise would have been? Fifty 
years from now? 

4. It has sometimes been said that efficiency experts who install scien- 
tific management increase output by overspeeding the worker. The 
efl&dency experts deny this. Show that such a procedure would be 
imsdentific. 
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A commission which investigated the situation reported that 
there were many cases where the output would be increased if 
hours were reduced. They said that it was a mistake to keep 
women and children and even men at work on Simdays as well 
as week days. 

DETERIORATION DUE TO FACTORY WORK. 

In England, after the factories had driven out the household 
industries, it was a common observation that there was a marked 
decrease in the stature and strength as well as in the morals of 
the workers in the manufacturing cities. In France, when young 
men reported for compulsory military service, it was found that 
the number rejected because of physical unfitness in the great 
manufacturing districts was nearly twice as many as in the 
country districts. The chief cause for this was said to be the 
overstrain and injury of factory work. 

THE NECESSITY OF SOCIAI^ CONTROI,. 

It is clear that if a nation wants to have strong men to defend 
it, if it wants to have its working people as efficient and capable 
as possible, if it wants to have intelhgent and useful citizens fit to 
meet the responsibilities of a democratic form of government, 
and if it wants its inhabitants to be healthy, happy, and contented, 
it must take measures to lessen and abolish these evils so far as 
possible. In other words, there must be an intelligent social 
control^ which will bring about that type of industrial organization 
which in the long rim will be the best for all the members of the 
community. 

Fortunately, very much is being done to offset. the unfortunate 
results of machine industry. The campaign for improvement 
began in England very early after the introduction of machinery. 
Factories bad hardly ceased to be novelties before an agitation 
was started to procure laws which would prevent the employment 

1. The lesson speaks of individuals and associations having worked to 
improve conditions. Can you name any such individuals and associa- 
tions ? 

2. Name some physical defects that might be caused by overwork 
which would make a man physically unfit for the army. 

3. If a man is willing to work over eight hours a day in a coal mine, 
do you think the State has a right to interfere with his liberty and pre- 
vent him from doing so? 
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of young children and the long hours of work for women, these 
being the worst evils at that time. From that early period to the 
present time individuals, associations, and legislatures have done 
much to make matters better. 

THE NEED 01? GENERAL CONTROL. 

An element of delay comes from the fact that a single manager 
hesitates to make the improvements needed lest his costs go up, 
and some competitor who has remained on the old basis is able to 
undersell him. The only fair way is to have a general law which 
everyone must obey. In the United States this is a particularly 
serious matter because of the competition between the manu- 
facturers of different States and the fact that most labor laws are 
enacted by^the States. This has led to efforts to have the Federal 
Government pass laws regulating labor conditions where it has 
the constitutional power to do so. 

WHAT ONE STATE HAS DONE. 

The Russell Sage Foundation has published a list of what one 
State has done in these matters. It is not an unusually good 
showing, but it indicates the drift of legislation. 

1893. State department of factories and workshops created and laws 
enacted prohibiting employment of children under 14 years of age, or of 
women, in the manufacture of wearing apparel, for more than 8 hours a 
day and 48 hours a week. Previously in 1877 and again in 1891 there 
had been efforts at child-labor legislation, but failure to provide State 
inspectors to enforce the laws rendered the acts ineffective. 

1897. Child-labor law enacted covering not only factories but offices, 
laundries, mercantile establishments, and stores, and fixing maximum 
hours of labor of children under 16 years of age at 10 per day and 60 
per week. 

1897. Act passed requiring the installation of blowers to remove 
dust from metal polishing, buffing, and grinding wheels. 

1. It is said that the person who buys the products of an industry 
where accidents occur ought to bear the Cost of the workman's compen- 
sation. Do you think this is fair? 

2. Can you cite cases where public opinion or codes of ethics have 
served to limit the evil effects of machine industry? 

3. Explain how it can be said that insurance distributed the economic 
loss resulting from accidents. 

4. Is insurance against accidents likely to lessen the number of acci- 
dents? 

5. Are labor laws likely to increase the cost of goods which you buy? 
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1 901. Child-labor law strengthened, and all establishments required 
to provide suitable seats for women and girls. 

1903. Present child-labor law enacted. 

1907. Factory inspection department established as separate depart- 
ment of the State government, and its powers extended. 

1907. Present law enacted providing for health, safety, and comfort 
of workers in factories, mercantile establishments, mills, and workshops. 

1907. Act passed to provide for the safety of persons engaged in con- 
struction, alteration, or repair of buildings, bridges, viaducts, and other 
structures. 

1908. Act passed preventing employment in coal mines of persons 
who have not been passed by a State miners' examining board. 

1909. Law enacted limiting to 10 per day the hours of work of women 
in factories and laundries. 

1 910. Act passed provided for fire-fighting equipment in coal mines. 
Later amended and strengthened. 

191 1. Women's lo-hour law extended to cover mercantile establish- 
ments, hotels, ' restaurants, offices, and other enumerated places. 

191 1. Law enacted to protect workers from occupational diseases. 
1 91 3. Act passed consolidating and strengthening laws to provide 
for safety and welfare of workers in coal mines. 

1 91 3. Present workingmen's compensation law enacted. 

Other States have legislated in other fields, as, for example, the 
establishment of minimum wage boards, the prohibition of night 
work by women, the limitation of the workday to 8 hours for 
women, the guaranty of one day of rest in seven to all workers, 
the enactment of compulsory compensation laws, and other 
measures. That the public will exercise increasing influence 
through legislation for improved industrial conditions appears 
certain, and should be encouraged, particularly with reference 
to the strengthening of the child labor laws, the reduction of the 
hoiurs of working women, the protection of workers from physical 
hazards, and the establishment of minimtun wage boards. 
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LESSON A— lo. INDIRECT COSTS.^ 

Machines are far more expensive than simple tools. They can 
be wisely used only when there is a large demand for their prod- 
uct. It is no accident, then, that machine industry and large- 
scale production, go hand in hand. The cost of the machines and 
of some other elements in these plants is very great, and the 
presence of this cost has had very striking consequences. 

An analysis of costs in a modem factory would lead us into 
such a complex situation that it is best to consider first a simple 
case. Let us take as an example the hotel manager who made 
an investigation to find out what effect a change in the ntunber of 
his guests had upon his costs. 

INDIRECT COSTS. 

He had not gone far in his investigation before he found that 
certain elements of his costs did not change with a change in the 
number of his guests. For example, he paid an annual rental 
for the hotel which he operated. This cost remained constant 
no matter how many guests he entertained. The same was true 
of the taxes he paid. As he read books which discussed account- 
ing matters, he found that costs which remained constant not- 
withstanding changes in the volume of the business were called 
** constant" or "overhead" or ** indirect" or, sometimes, ** sup- 
plementary " costs. The writers applied these terms to the costs 
that did not vary with variations in the business; they could not 
be attributed to the presence of any given item or unit of the 
business, but were incurred for the sake of the business as a whole. 

The hotel manager found that there were other items of cost 
which were not absolutely constant, but did not change as greatly 
as the volmne of the business. For example, the amount of gas 
used in heating his ovens and in other cooking showed some fall- 
ing off when he did not have many guests, but it was' a relatively 
small falling off, for the ovens had to be maintained at a certain 
heat no matter whether much or little food was prepared in them ; 
and much the same considerations applied to other kinds of 
cooking. 

Somewhat the same situation existed with respect to his laundry 
costs, since the hotel maintained its own laundry and did not 
have the work done at piece rates. Then, too, the number and 

* This lesson was prepared by Leon C. Marshall. It shows something of the changes 
in our industrial relationship which have been brought about by the presence of over- 
head costs. These overhead costs are more the result of machine industry than of 
any other single factor. 
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total wages of porters, bell boys, xnaids, door men, waiters, and 
other employees remained somewhat constant, although, of course, 
he brought in some additional help in rush seasons. In general 
terms, he came to the conclusion that most^of these costs would 
also have to be regarded, for purposes of a general inquiry, as 
supplementaiy or indirect or overhead or constant costs. 

DIRECT COSTS. 

There were some costs, however, that varied very closely with 
the volume of the business. His butcher's bill was one of these. 
In general, it was ten times as large when his guests increased 
tenfold. What was true of the meat bill was true of most other 
items of food. As he read on the subject he found that account- 
ants called such costs as these " prime " or " direct " or " variable " 
costs, meaning of course that they are costs which can be specif- 
ically assigned to a given unit of the business. If that unit of 
business is not present, the costs are not present. As the number 
of units increases, the costs increase at about the same rate. 

THE ELEMENTS OF COSTS IN A FACTORY. 

From this story of costs in the hotel business it is apparent that 
total costs in any business are made up of two items, the prime or 
direct or variable costs, and the supplementary or indirect or over- 
head or constant costs. 

One writer on cost-accounting classifies costs as follows: 

There is first the production cost which is made up of direct costs plus 
the indirect costs. In addition to this production cost there is expense 
connected with selling and general administration which is, of course, one 
kind of overhead costs. The production cost plus the selling and general 
administrative cost gives the total cost of making the goods. The 
difference between this total cost and the selling price is the profit. 

The same writer gives a Kst of the items which occur most fre- 
quently in indirect costs connected with production. The items, of 

1. Draw up a definition of direct cost and give 6 illustrations of it. 

2. Draw up a definition of indirect cost and give 6 illustrations of it. 

3. Which kind of cost, direct or indirect, forms the larger part of total 
costs in the following businesses : Making sun-dried bricks by hand ; cob- 
bling shoes; making shoes in a factory; unloading coal by a steam 
shovel? 

4. Would it be good business policy for the manager of the hotel to 
offer secretly lower rates to some possible guests if otherwise they would 
not stop with him ? 
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course, vary from factory to factory, but the following list is a help- 
ful one: 

Indirect material. Inspection. Repairs. 

Oil. Experimental work. Power or power plant. 

Supplies. Rent. Light. 

Freight and express in- Taxes. Heat. 

ward, when not charged Insurance. Small tools. 

to direct material cost. Interest. Wastes of materials, 

Indirect labor. Depreciation. shrinkage of weight. 

Supervision. Maintenance. defective work. 

INDIRECT COSTS STIMULATE OUTPUT. 

The consequences of indirect costs in industry are very numerous 
and very important. Some persons say it is the most significant 
single fact in modem industry. This is claiming a great deal, but 
such a statement, made as it is by thoughtful students, justifies 
Study of the situation. 

In industries where indirect costs are a large part of the total 
costs (and a list of such industries includes railroads, machine 
shops, factories, and, in brief, practically all business plants of 
large size) , there is a very strong incentive to increase the volume 
of the business. The experience of a certain manufacturer of 
Straw hats shows why this is true. This man found that the total 
of his indirect costs for a year amounted to $10,000. He found, 
further, that the direct costs entering into each hat, including both 
direct labor and direct material, were 50 cents. If he should 
manufacture and sell only 1,000 hats in the coturse of a year, his 
direct costs on the i ,000 would be $500; his indirect costs $10,000— 
a total of $10,500. Clearly enough, a price of $10.50 for each hat 
would just enable him to get back his costs. If, however, he 
could make and market in a year's time 10,000 hats, his total costs 
would be $15,000, and a price of only $1.50 a hat would enable 
him to meet his costs. He concluded that he ought to produce 
many hats and offer them for sale at a fairly, low figure. 

1. If a railroad between New York and Chicago is already in existence 
and trains containing some empty cars are running, what added cost 
would the railroad incur if it hauled a 5 -pound box from Chicago to New 
York? 

2. Would it be good business policy for the road to haul such a box at 
a rate only a little in excess of this added cost if it could get no more for 
the service? Would it be good policy to haul all traffic at such rates.'* 
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THE PROPER PRICE IS DIFFICULT TO DETERMINE. 

At what figure? The exact answer to this question would 
involve many business considerations which can not be taken up 
ia this lesson. The lower the "price the more hats people would 
buy ; but it should be clear that he could not afford to put the price 
below 50 cents, for the straw cost and the labor cost specifically 
incurred for each hat were 50 cents, and such a price would leave 
him nothing which he could apply toward meeting his overhead 
costs. The price should be something above 50 cents, and it 
should be a figure that would bring into existence a large volume 
of business, so that the constant costs could be spread over many 
units. 

The existence of indirect costs is clearly one of the reasons why 
many businesses have a tendency to grow larger and larger. . This 
is such a general tendency that we have come to say that we live 
in a period of large-scale production. The discussion of the advan- 
tages and disadvantages of large-scale production is taken up in a 
later lesson, but we see one of the causes of the situation now. 

INDIRECT COSTS STIMULATE ADVERTISING. 

The incentive to increase the volume of business because of 
indirect costs also helps to explain why advertising has within the 
past generation become such an important part of our economic 
Ufe. We have had advertising, even in newspapers, for several 
centuries. In the days of simple industry, however, when direct 
costs were the major part of total costs, there was not the same 
incentive for business men to extend their business that there has 
been in the past 50 years. Accordingly, only in this recent period 
have we had national advertising, direct selling, and advertising 
agencies. 

1. What is the relation of machinery to large-scale production? 

2. "In the days when direct costs were the major part of total costs 
the incentive to extend a given business was not great. '* Explain why. 

3. Show why the hat manufacturer's profit would be $3,500 on a sale 
of 3,000 hats. 

4. Can you name other matters aside from indirect costs which make 
industry speculative to-day? Do the wider markets of to-day make it 
speculative? 

5. Find out more details concerning the nature of cost accounting and 
the uses which can be made of it. 

6. Draw up a list of the consequences (a) to society, (b) to the business 
manager, of the rise of indirect costs. 
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BUSINESS BECOMES MORE SPECULATIVE. 

Even the very simple illustrations of the hotel and the straw 
hats serve to show another consequence of indirect costs — the 
difficulty involved in obtaining accurate knowledge of when a 
business is profitable an(i when it is unprofitable, or of what part 
of a business is profitable and what part unprofitable. 

Let us take up the hat case again. Suppose that in a given year 
the hat manufacturer was making and selling at $ii each i,ooo 
hats. This would give him a profit of $500 for the year. Suppose 
that the manufacturer told his foremen that he intended to cut 
the price of hats to $5. His foremen might well be pardoned for 
believing that this would lead to bankruptcy. Yet if the lower 
price should result in a sale of 3,000 hats, his profit for the year's 
work would be $3,500. Of course it could not be known in ad- 
vance what result in sales would be brought about by the reduced 
price. 

THE USE OF COST ACCOUNTING. 

People have in mind this difiiculty of ascertaining the facts 
when they say that our industry to-day is speculative. It is not 
easy to know what facts will develop. Chances must be taken. 
Such a situation is, of course, not pleasing to business managers, 
and they try in many ways to obtain knowledge as definite as 
possible. The way most closely connected with indirect costs is 
by the interesting device known as "cost accounting.*' This is a 
recent device. Its essential feature is that by careful analysis 
one assigns to each imit of the product the direct costs involved, 
and on some appropriate basis apportions or allocates the indirect 
costs. The business man finds that he can use information of 
this sort not merely to tell him what his costs have been but also 
to point out how he can operate his business more economically. 

1. Prove that the hat manufacturer's total costs would be $15,000 
when he made 10,000 hats. 

2. What would his total costs be if he made 7,000 hats? If he made 
25,000 hats? Find out at what price he would have to sell his hats in 
each case to get back his total costs. 

3. Explain why it is that it is desirable to have **a large volume of 
business so that the constant costs can be spread over many units." 

4. "In industries where the indirect cost is a large proportion of the 
total cost, it pays to take business at a price which is below total cost 
provided that price is above prime cost." Explain why. 

5. The Federal Government passed a law some years ago which forced 
all railroads to use the same system of accotmts. What reasons can 
you assign fox such a law? 
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He can learn fairly definitely what parts of his business are run at 
a loss, what parts are profitable but cost too much, and what 
parts would be more profitable if they could be expanded. 

CUTTHROAT COMPETITION. 

Indirect costs also give us a partial explanation of that curious 
phenomenon called "cutthroat competition/* Cutthroat com- 
petition means simply that business managers in their struggle 
for added business or to retain their existing volume of business, 
cut prices lower and lower until they are perhaps selling their goods 
even below prime cost. Such a policy must, of course, result in 
business failure and would probably not be followed if business 
managers could know all the facts in the case. Unless, however, 
the managers concerned have remarkably good cost systems, they 
do not know what their prime cost is. They might go lower and 
lower in the hope that the increased volinne of business at the 
lower price may prove profitable. 

PROBLEMS OF SOCIAL CONTROL. 

Cutthroat competition is at its worst when the business is one 
which uses highly specialized capital which can not be transferred 
to some other occupation. The railroad industry is a good illus- 
tration. In the 1870's and 8o's the railroads of the country com- 
peted so strenuously for traffic that many evils emerged. They 
offered discriminating rates and discriminating services. They 
even paid back money to certain shippers if they could not induce 
them to send freight over their lines in any other way. This was 
called *' rebating. *' 

The railroad is one of the basic industries. It is used by almost 
everyone. Unfair, secret practices in such an industry were a great 
hardship to the shippers who were discriminated against. The 
advantages that the favored shippers reaped helped some of them 
to get monopoly control in their industries. From this it may be 
seen that the presence of indirect costs in industry has greatly 
increased the problems of social control, for the control of public 
service companies, such as the railroads, and the control of monopo- 
lies or trusts are among the most serious problems of the day. 
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LESSON A-ii. EDUCATION AS ENCOURAGED BY INDUSTRY.* 

In the mining town of Shenandoah, Pa., in the late eighties there 
was an editor who had the enterprise to publish in his paper every 
day lessons on mining. He read the leading technical books pub- 
lished in America and Europe on mining subjects and made a sum- 
mary of them for the benefit of his readers. The lessons were very 
widely read, especially by foremen in the mines. These foremen 
were required to pass an examination before a State board, and the 
lessons furnished them with the information which they needed 
concerning methods of mining and necessary safety devices. 

THE RISE OF THE CORRESPONDENCE SCHOOI^. 

The lessons became so popular that the editor revised them and 
put them in the form of a book. He also organized an institution 
which gave lessons by correspondence. This was the beginning 
of an important educational movement. A corporation took over 
the lessons on mining and added lessons on other technical sub- 
jects, imtil finally it was prepared to give cotu-ses in electrical and 
civil engineering, in many^ branches of mechanics, in business 
subjects, such as accounting and commercial law, and in similar 
subjects. 

The success of the correspondence school that grew up in this 
way was so great that a nmnber of others were established in 
different parts of the country. To-day one sees in every popular 
magazine the advertisements of cotu-ses given by such schools. 
These advertisements always emphasize the fact that advancement 
in business and increase in wages depend on training. The ordinary 
man who has only a common school education is told that he can 
not expect to rise in his trade unless he takes special courses to 
improve his training. 

CORPORATIONS PROVIDE TRAINING. 

The importance of special training is often recognized by those 
who employ men, and prompts them to provide such training and 
to require it of their employees. For example, the railroad finds 
that it can improve the firing of its engines by distributing to all 
the firemen a pamphlet giving directions which must be followed 
in keeping up a strong fire. The imintelligent fireman throws the 
coal on the fire in such a way that fresh coal is heaped in thick 

* This lesson was prepared by Charles H. Judd. It shows how the complex demand 
ci modem industrial life have led men to see the importance of education. The num- 
ber of schools has increased and the varieties of education offered have been greatly 
multiplied. 

66510°— 18 7 
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layers in the middle of the grate. TI.e book of instructions gives 
a diagram showing the fireman how to throw the shovelfuls first 
to one comer of the fire box and then to another in such a wav that 
an even, steady fire is kept up over the whole grate. 

The railroad is interested in making its firemen intelligent 
because it is a matter of dollars saved for the road. The following 
statement is made by one writer who comments on the unportance 
of training firemen: 

ECONOMIES PROM INTELLIGENT FIRING. 

That correct firing represents a direct money value to the railroad 
is shown by the experience of an engineer with two firemen. As the 
engineer describes it, the first man commenced work "as if his father 
owned the mine that supplied the coal/' and in i hour and 55 minutes, 
with the wind behind, shoveled over 8,000 pounds of codl from the tender 
into the fire box. The following day the engineer made the same run 
with the same engine and train, with about the same weather conditions, 
but with a dififerent fireman. He made the terminal on time with a 
total consumption of approximately 4,500 pounds. This represented a 
saving in coal of 3,500 pounds, or, at the rate of $3 a ton, an economy 
of $5.25. 

The fact is that the successful handling of any complex modem 
machine requires a special training which was not called for in the 
days of simpler hand labor. 

1. Are miners more in need of lessons than workers in other industries? 

2. Name as many State examining boards as you can. Why should 
people be required to pass State examinations? 

3. Find and discuss some of the advertisements of correspondence 
schools. 

4. Wherein are the subjects taught in your school different from those 
taught by correspondence schools? How do you account for this difiFer- 
ence ? 

5. ''Business colleges" flourished in this country before high schools 
offered commercial courses, and before the universities organized tech- 
nical courses in business. Find out what studies were taken up in these 
business colleges. Should this work be offered by the public schools? 

6. Find out about different special schools of higher and lower grades 
conducted by employers. Do they pay as part of the business? 

7. Write to some college or university and procure a copy of its cata- 
logue. Notice the wide range of courjcs offered. Find out whether it 
is very much wider than the range which was offered 50 years ago. 

8. Get a circular or catalogue from same university school of business 
training and compare it with the statement of some "business college" 
of your community. Are the two institutions attempting to prepare for 
similar tasks in business? 
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AIR BRAKES. 

Take another example from the railroad. In 1887 the West- 
inghouse quick-action, triple- valve, automatic air brake was per- 
fected. Before that time trains had been brought to a stop by 
pulling a brake against the car wheels with a lever or wheel and 
chain operated by hand. Anyone who rode on trains during the 
eighties will remember how the brakeman went to the platform 
of each car as the train approached a station and by sheer strength 
wound up the brake, just as one sometimes sees nowadays the 
motorman on a small street car wind up the brake. It did not 
require much training to put on that kind of a simple brake. 
Strength rather than intelligence was called for. To-day the 
muscular brakeman has disappeared. In the meantime it has 
become necessary that all the men on the train crew know some- 
thing about the complicated mechanical device which has replaced 
the old-fashioned wheel and chain. The railroad has accordingly 
rigged up what is known as a demonstration car. In this car the 
workings of the triple- valve brake are just shown as in the physics 
laboratory the laws of gravity or of expansion of gases are demon- 
strated. To the laboratory on wheels come the trainmen to learn 
about brakes. The complex mechanism demands a special train- 
ing. 

AGRICUWURE AND SPECIAI^ TRAINING. 

It is not in the skilled trades alone that a new type of education 
is beginning to appear. The urgent demands of modem life are 

1. Give other examples of the fact that machinery has created a 
demand for intelligence of a higher degree and done away with the 
demand for physical strength. 

2. Why is a demonstration car necessary? Why can the men not learn 
by using ordinary brakes on trains? 

3. There have appeared from time to time, especially in earlier ye^rs, 
sharp criticisms of education as disqualifying men for business pursuits. 
Find out what were the chief arguments of these criticisms. Were they 
arguments against the need of education or against the kind of education 
given? 

4. Why does the existence of national and even international inter- 
dependence make it necessary to resort to a greater use of education? 

5. Before the time of the industrial revolution, and, indeed, to some 
extent to-day, the apprenticeship system was used as a method of train- 
ing for business. Show that it would be a satisfactory system in the 
simple, small-scale industry but would be quite unable to train for leader- 
ship in our modem complex large-scale industries. 
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making themselves felt in such simple industries as agriculture. 
The time was when it was assumed that anybody could be a 
successful farmer. All that he needed was sufficient strength to 
till the soil. To-day we think in different terms. Great schools 
of agricultm-e have been set up, and they give instruction both to 
those who expect to take up fanning and to those already at work 
in the fields. State imiversities conduct short courses to which 
the farmers go during the periods when they are free from the 
demands of their farms. These cotu'ses are making mechanics 
and scientists out of the tillers of the soil. 

Methods of cultivation and methods of harvesting have under- 
gone radical transformations. The business of the farm has 
become in a large measure a problem of running machinery, and 
the shcrt courses given to farmers include courses in farm mechan- 
ics. Then, too, the farmer is told about experiments and Govern- 
ment reports which deal with the methods of protecting crops 
against weeds and against animal pests. If he is a dairyman, 
he must read another set of bulletins which have to do with ani- 
mal husbandry and the methods of protecting his cattle against 
diseases. 

THE FARMER MUST STUDY MARKETING. 

The business of marketing crops has become a complex prob- 
lem. Crops must be dealt with according to commercial stand- 
ards. It is not profitable to-day to send to market a miscella- 

1. Through the public library find out how one can get the titles of re- 
cent books on any subject. 

2. How does one learn where to get the kind of training one needs for 
some special vocation? 

3. "The education of a farmer must be more detailed and scientific in 
the degree iii which intensive farming replaces extensive farming." 
What is the meaning of the foregoing statement ? 

4. ''Standardization of products is characteristic of modem industry." 
Give examples other than those chosen from agriculture in support of 
this statement. 

5. Find some book or magazine dealing with business subjects and 
tell the class what it contains. 

6. Are the telephone and the telegraph educational agencies in part? 
What is meant by saying machine industry has aided progress in edu- 
cation? 

7. ''The railroad is one of our greatest educational agencies." Is 
this true? 
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neous lot of products which have not been carefully sorted and 
selected. The farmer must standardize his products. He has 
to be skillful, too, in selecting the time for sales. The daily 
paper with its reports of market prices has become almost as 
much a part of his reading as it is of the reading of the city broker 
or wholesale dealer. In short, the demand for trained intelli- 
gence and continued study is quite as apparent in agriculture 
as it. is in manufacturing establishments. 

THE BROAD MEANING OF EDUCATION. 

Such examples give to the word " education '* a broader mean- 
ing than many people think of when they use the word. To be 
educated used to mean to be ready to enter one of the higher 
professions. The earliest institutions of higher learning were 
all of the purely literary type. 

Harvard, which was the firs\ of these institutions, began by 
preparing its students almost exclusively for the ministry. Dur- 
ing the first lOo years of its history 60 per cent of all its graduates 
entered that profession. Later, law and medicine took their 
places along with theology as important lines of training. But 
these newer professions like the older were in early years based 
on a literary curriculum. 

In recent years all this has changed. Even the traditional 
professions have tiumed to the natural and social sciences. 

1. Try to state, in general terms, what industry owes to science. Why 
should we be interested in the progress of industry? 

2. Try to state, in general terms, what science owes to industry. Why 
should we be interested in the progress of science? 

3. Look up the history of some of the earliest American institutions 
of higher learning. Were they coeducational ? Where were they located 
and why? How were they supported? What is the present situation 
in each of these respects ? 

4. What changes have taken place in recent years in the requirements 
for admission to college? Why do colleges have such requirements? 

5. What division of the Government issues reports on education? 

6. When a new social demand arises for a t)rpe of education which has 
not been common, how does it make itself felt? 

7. Review lesson A-8 with the purpose of discovering an explanation 
of the fact that collegiate or tmiversity schools of commerce have arisen 
only in the past 50 years. 

8. Find out whether the Government maintains any agencies for the 
scientific testing of materials. There were no such agencies 500 years 
ago. Why not ? 
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SCHOOLS OP TECHNOLOGY AND BUSINESS. 

More striking, however, is the fact that a host of new practical 
professions have arisen, and with them new courses of study. 
Courses in engineering and agriculture are now numerous. There 
are courses in business and other strictly practical subjects. The 
number of such courses offered by American universities to-day 
would have astonished the college graduate of two generations 
ago. 

A recent Government report indicates that even in the so-called 
liberal arts colleges about 30 per cent of the graduates are pre- 
paring for business careers. Instead of there being 60 per cent or 
more of college students who are preparing to enter the ranks of 
the clergy, the number going into that profession has diminished 
until it is now less than 10 per cent. 

In other words, the whole scheme of higher education in this 
country has been radically modified. A social demand has 
arisen for a new type of training. Business opportunities and 
technological opportunities are so exacting that a very large part 
of the energy of the Nation is now devoted to meeting these 
demands. 

STUDIES CARRIED ON WITHIN INDUSTRIES. 

Another evidence of the same trend is found in the fact that a 
great deal of energy is expended to-day in scientific investigations 
which are made within the industries themselves. It is not an 
uncommon sight to see in a factory a laboratory with a trained 
scientist in charge, carrying on experiments for the improvement 
of the business. Better methods of making steel and iron, for 
example, have been worked out by great steel mills. The scien- 
tific staff of such an establishment is of the greatest importance 
in the eyes of the management. 

1. Visit some industrial laboratory and write out a description of it. 
If this is not possible, read some account of Mr. Edison's laboratory. 

2. How can lists of Government publications be secured? On what 
subjects does the Government print reports ? Does the business manager 
need to keep in touch with any of these Government reports? 

3. What means are adopted by our Government to acquaint citizens 
with Government policies? 

4. Why should illiteracy be higher in the United States than it is in 
Germany, France, or England? 

5. Describe the various types of periodicals with which you are familiar 
and state the part played in public life by each type. 

6. Make a list of trade journals or professional journals in a field in 
which you are personally interested. 
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gbneral, education ai^so more common. 

The impression may arise from what has been said that education 
has grown merely in the direction of technology arid science. This 
is, however, only part of the story. It is true that technology 
has exercised a powerful influence over recent tendencies in thought 
and education, but the ultimate effect has been to create a broad 
demand for power on the part of all people to read and to come 
into contact with ideas, each for himself. A rapid spread of 
general intelUgence is, therefore, an accompaniment of the move- 
ment discussed in earlier paragrapjis. Reading and writing used 
to be accomplishments; they are now necessities. They are 
necessities because of the superlative importance of general 
intelligence even more than because of the need of technical 
training, though these are by no means antagonistic. 

IMPORTANCE OF UTERACY IN A DEMOCRACY. 

The vast importance of a high level of general intelligence will 
be understood if we think of the experience of a country where 
general education is lacking. In recent years there have existed 
in Mexico the strongest prejudices against the United States. 
These prejudices were fostered by political leaders who took 
advantage of the general lack of information to tell the people 
all sorts of stories with regard to the designs which the United 
States had on Mexican territory and Mexican wealth. 

1. What is the purpose of compulsory education? What are the 
requirements of the compulsory law in your State? How is the law 
enforced ? 

2. What other facts regarding Mexico besides the existence of preju- 
dice against the United States can be traced to illiteracy? 

3. What facts about Russia can be traced to a similar condition in 
that country? 

4. Show that illiteracy in a republic is less tolerable than it would be 
under an autocratic form of government. 

5. What special departments do the newspapers of your own town 
publish ? Which of these could be described as giving instruction ? 

6. Make a list of the ways in which the printing press has ** widened 
man's horizon." Has it contributed to wider markets? What do you 
mean by wider markets? 

7. What steps are taken by communities other than the education of 
children to eradicate illiteracy? 

8. What is child labor legislation and why does the Federal Govern- 
ment take a hand in such legislation? 
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These political leaders gathered together groups of the natives 
on the street comers and talked to them about the injiuies which 
they asserted the United States was inflicting on Mexico. It 
made no diflference at all that most of these stories were entirely 
untrue, because the ordinary avenues of information and dis- 
cussion were not open to the people who listened to the stories. 

More than three-quarters of the people of lo years of age or 
over in Mexico are unable to read and write. The importance of 
this fact in the Ufe of a republic can not be overestimated. Sup- 
pose that only one person in four in the United States could read. 
It would be almost impossiblfe to reach communities with any 
clear statement of the policies of the Government or of our inter- 
national relations. As a matter of fact, 92 persons out of every 
100 in our country are able to read. Even this figure is surpassed 
by some of the Eiu-opean countries, but there is a sufficient body 
of intelligence in our country to make possible an appeal to public 
opinion through the newspapers and magazines. 

THE CONTRIBUTION MADE BY THE PRINTING PRESS. 

Our country has gone further than any other in developing the 
avenues for such an appeal through the public press. The census 
of 1 910 reports that there were in the United States over 18,000 
periodicals of all sorts. Of this number 2,226 were daily papers. 
The total number of periodicals published in the whole world 
amounts to less than 50,000. Germany had before the war 7,000; 
Great Britain, 9,000; Japan, 4,300, and other countries smaller 
numbers. These figures show the extent to which our country 
has developed the opportunity for public discussion, and for public 
information on all matters of community and national life. The 
type of thinking which is common in our country can be under- 
stood only when these facts are taken into account. 
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Chapter IV. 

NATIONAL CONTROL AND FOOD CONSERVATION. 



I^esson A-I2 introduces the study of the participatioh of the National Government 
in the economic organization of the country. The history of each of the ten executive 
departments, whose heads form the President's Cabinet, is traced, and the duties of 
their bureaus are briefly set forth. The departments are organized as great business 
establishments, and their activities include practically every line of human effort. 
Nearly six hundred thousand civilian employees are on the Government rolls, not 
including those of the railroads, which are now tmder national control. 

Lesson A-13 describes a ftmction of the National Government which is a direct 
outcome of the necessities of war. In normal times national control does not extend 
to the food supply any further than is necessary to protect the people against adultera- 
tion and fraud. Extraordinary difficulties require extraordinary remedies, however, 
and special provision is required to insure the production of unusual quantities of 
food and to see that the supplies at hand are transported and sold under proper 
conditions. The powers conferred on the Food Administration are very wide in scope 
but they are definitely limited to the period of the war. 

Lesson A-14 is designed to show why and how the people of this country are asked 
to save certain foods by the use of substitutes. Our Allies are depending on us for 
wheat, meat, fats, and sugar, and we must send them all we can possibly spare. The 
proposed substitutions in our diet will not result in tmdemutrition nor cause serious 
inconvenience. 

Lesson A-15 points out the need of business organization in home life. ^ The house- 
wife is ordinarily the disburser of the family income, and upon her rests the responsi- 
bility for those economies which are now of national importance. Special training 
is desirable, but care and good judgment in making purchases and an appreciation 
that economy is a national duty at this time are essential. 



LESSON A-12. HISTORY OF THE FEDERAL DEPARTMENTS. 

By R. M. Tryon, 
Assistant Professor of the Teaching of History, University of Chicago. 

The National Government includes 10 executive departments, 
which under the President carry out the acts of Congress and 
organize the country for the purposes of national life. The heads 
of these departments are members of the President's Cabinet. 

When the Constitution of the United States was adopted in 
1787, Congress was given power to establish certain administra- 
tion departments. Among the first laws enacted by the new 
Government when it was organized was the one establishing three 
departments, known as the Department of State, the Treasury 
Department, and the Department of War. These departments 
had existed since 1781 in the older Confederation. A little later 
the office of Attorney General was created, thus making a total of 
four members of the body which President Washington called 
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together from time to time for the purpose of consultation. An i 
unsuccessful attempt was made in 1789 to establish a department 
to have charge of domestic or home aflFairs, the work of such a 
department being finally turned over to the Department of State. 
The law placed the power to appoint the secretaries or heads of 
the departments in the hands of the President, giving the Senate 
the power to confirm or reject. 

THE WORK DONE BY THE ORIGINAL DEPARTMENTS. 

While the Department of State was carried over from the Con- 
federation, where the office was known as the Department of 
Foreign Affairs, the act of 1789 added many duties not originally 
performed by the Secretary of Foreign Affairs, chief among which 
were those having to do with internal relations. For example, 
the Secretary of State was placed in charge of the correspondence 
with Federal officers of justice, the direction of the Territories, 
the supervision of the census, and the records of patents and copy- 
rights. The chief duties, however, of the head of the State 
Department at this time were those relating to foreign affairs, 
such as making treaties and directing the work of United States 
ministers, ambassadors, and consuls in foreign countries. 

The general duties of the Secretary of the Treasiuy as prescribed 
by the law of 1789 and carried on by that department now are the 
following: To collect the public revenues and to digest and prepare 
plans for the improvement and management thereof, and for the 
support of the public credit; to make estimates of receipts and 
expenditures; to grant warrants for moneys appropriated; to 
provide for the keeping of proper accounts ; and to make reports. 

1. l^ind out who are the heads of the Federal Departments at the 
present time. 

2. Note the States from which they come. Why docs the President 
aim to draw his Cabinet from different parts of the country ? 

3. What form ,of government existed in America before the adoption 
of the Constitution ? 

4. Find out about the constitutional convention. Where did it meet ? 
How long was it in session ? Who were the most prominent participants ? 

5. Who were the members of the first Cabinet? 

6. It is sometimes said that the English Government is more directly 
responsive to the will of the people than is ours. Explain the meaning 
of this statement. 

7. What criticism is the President making to-day of the organization 
of the German Government? 

8. What is the difference between ministers, ambassadors, and consuls ? 
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Other duties, such as steamboat inspection, coast and geodetic 

surveys, immigration service, navigation and commerce, stand- 
ards, statistics, public law, and pensions, were originally assigned 
to this department, but have since been transferred to other 
departments. 

The chief business of the Treasiuy Department under Alexander 
Hamilton was to establish a national credit, to arrange for the 
payment of what was at that time a great national debt of about 
$75,000,000, and to seciue enough money for the ciurent expenses 
of the Government. To the accomplishment of each of these 
tasks Hamilton gave his undivided attention, and before the end 
of his career as Secretary of the Treasiuy he had done his work so 
well that Webster could later say of him: ** He smote the rock of 
national resources, and abundant streams of revenue gushed 
forth. He touched the dead corpse of public credit, and it sprang 
upon its feet. " 

The law defining the duties of the Secretary of War was some- 
what general. He was simply enjoined to perform such duties as 
should be placed upon him from time to time by the President 
relative to military commissions, military forces, the warlike 
stores of the United States, and other matters respecting military 
aflfairs. When the office was created in 1789 naval affairs were 
placed under its control, but were soon turned over to a separate 
department. Other duties somewhat unrelated to the depart- 
ment had to be assumed from time to time until additional de- 
partments were created to take them over. Chief among these 
were pensions and Indian affairs. The chief concern of this 
department has, of course, always been with raising, maintaining, 

1. During the present war the Treasury Department has had the 
problem of maintaining national credit. This has been done in several 
ways. What are they ? 

2. Find from history what the first Secretary of the Treasury did. 

3. What would have happened if the young Republic had repudiated 
its debts as was suggested in some quarters ? 

4. Do the rules of personal credit apply to governments ? 

5. What has happened to the credit of Russia? Of Germany? 

6. How do the facts with regard to national credit show themselves ? 

7. Who is the commander in chief of the Army and Navy ? 

8. Is the Secretary of War an Army officer? Why is the situation 
what it is? 

9. Selecting one duty of the War Department for special comment, 
why should it have charge of certain bridges? What war time precau- 
tions have been adopted? 
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and equipping an army, especially in times of war. In times of 
peace the department has busied itself with looking after arsenals, 
coast defenses, military parks, bridges over navigable rivers, 
rivers and harbors, and improvements in Army equipment. 

DEPARTMENT OF JUSTICE. 

The office of Attorney General was created in 1789, along with 
the offices of Secretary of State, Secretary of the Treasiuy, and 
Secretary of War, but the Attorney General was not made head 
of a department imtil 1870, when the Department of Justice was 
created. He was, however, from the very beginning recognized 
as a member of the President's Cabinet. His influence in the 
Cabinet was very meager for some time, since the original law did 
not require his residence at the seat of government. Presidents 
Madison, Monroe, and Jackson all attempted to get Congress to 
place the office on an equal footing with the other Cabinet offices. 
For some reason Congress failed to heed their recommendations. 

During the Civil War decade (i 860-1 870) so many legal prob- 
lems arose that it was necessary to employ a great amount of 
assistance for the Attorney General. In 1870 Congress decided 
to create a Department of Justice to take over the legal phase of 
the work connected with other departments, and since that date 
the Attorney General has been the head of the department on an 
equality with the other members of the Cabinet. The priority 
of the department was acknowledged in 1886, when its head was 
definitely recognized as fotuth in the line of possible successors to 
the Presidency in case of the removal, death, resignation, or 
inability of the President and the Vice President. 

THE NAVY DEPARTMENT. 

During the two administrations of Washington and the first 
years of that of John Adams the Navy was under the management 

1 . What need of an attorney has the Government which makes the laws ? 

2. Can a citizen sue the National Government? 

3. What is the highest court in the country? 

4. What is the part played by the National courts in the government 
of the country? 

5. What are the special legal problems that arise in war times? 

6. What is the present succession of officers in filling the presidency? 

7. What are the cases in our history in which such succession has 
actually taken place? 

8. What has been the policy of our Government regarding partici- 
pation in foreign matters? What is the relation of this policy to the 
early history of our Navy? 
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of the Secretary of War. The arrangtment proved cumbersome, 
and it was soon recognized by Congress that there was enough 
business connected with the Navy to demand a separate depart- 
ment. So, in 1798, when war with France seemed probable, such 
a department was estabHshed, and its head made a Cabinet mem- 
ber on equal footing with the four other members. 

There was much opposition to a navy in the early years of our 
coimtry's history. In fact, it was thought that the Nation might 
be able to escape the burden. How^ever, naval affairs could not 
long remain unimportant. So, in 1794, to protect the commerce 
of the United vStates against the Mediterranean pirates. Congress 
provided for the building of six Government vessels. Washing- 
ton frequently urged the necessity of building up a strong navy, 
and his successor, John Adams, had long been an ardent advocate 
of this policy. Consequently, it is not surprising that early in 
Adams's administration a law was enacted creating the Depart- 
ment of the Navy. In spite of the impending danger of a war 
with France, this law was not placed upon the statute books with- 
out considerable opposition. 

POST OFFICE DEPARTMENT. 

^ The Post Office Department was not a new creation of the first 
Congress under the Constitution. In fact, the office was created 
back in 1775, a few days after the Declaration of Independence 
was signed. Benjamin Franklin, who had served from 1753 to 
1774 as Deputy Postmaster General under the colonial organiza- 
tion, was the first man to hold the office imder the newly created 
Nation. The department had a continued existence down to the 
organization of the Government under tlie Constitution. There 
seemed to be no reason in 1789 for radical changes in the postal 
arrangements; so Congress voted to establish the Post .Office 
Department on about the same footing as that which had existed 
in 1775. 

1. Which are the largest navies in the world? 

2. What phases of the present war tend to emphasize the importance 
of maintaining a navy? 

3. What does a battleship cost ? How long does it take to build one ? 

4. How large is our Navy at the present time ? 

5. Find out how much business is done by your local post office. 

6. Who appoints the postmaster ? 

7. How is rural mail delivery managed ? 

8. Does the post office pay for itself through the sale of stamps ? 

9. How long have we had a parcel post ? What about other countries ? 
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There seems to have been no thought in the beginning of con- \ 
sideling the Postmaster General as a member of the President's 
Cabinet, the office being considered a branch of the Treasury 
Department. However, because of the great number of officers 
under his control, the Postmaster General could become a powerful 
political influence. Jackson saw the political possibilities of the 
office and deliberately made the Postmaster General a member of 
his Cabinet, a position he has since held. The office was not made 
an executive department by law until 1874. 

DEPARTMENT OF THE INTERIOR. 

While there was a long-felt need for a Department of the Interior, 
or Home Department, as it was often designated, the reality did 
not come until 1849. Even before that date the Departments of 
State, Treasury, and War were overburdened with work. Each 
had taken on new duties from time to time, until the burden had 
become more than could be borne. The Treasury Department 
was looking after the public domain, the War Department after 
Indian affairs and pensions, and the State Department after patents 
and copyrights. None of these duties seemed to bear any relation 
to the real work of the department administering it. To relieve 
these overburdened departments a plan for a new department was 
drawn up by the members of President Madison's Cabinet at a 
meeting in which the general administrative work of the cabinet 
departments was carefully considered. Nothing came from this 
recommendation. Both Presidents John Quincy Adams and 
Andrew Jackson attempted to get a new department established. 
It was not, however, until the Mexican War and the acquisition 
of the Oregon coimtry increased the work connected with the pub- 
lic domain and Indian affairs that Congress established a new 
, i 

1. There is frequent occasion in the work of the Department of the 
Interior to aiscuss the relation of States to the National Government. 
Find out some cases where States have objected to National participation 
in conservation movements and discuss these cases. 

2. Find out the conditions under which the Government has distributed 
the public domain. 

3. What is the substitute for pensions adopted in the present war? 
Discuss the advantages of the two plans. 

4. What are the conditions for the issuance of copyrights ? Of patents ? 

5. What is an Indian reservation? 

6. Why should the organization of the Department of the Interior have 
become more imperative after the Mexican War ? 

7. Why should patents go over to this department? 
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dep^ment, the need of which had been evident to all those 
closely connected with the work of the Cabinet departments since 
the organization of the Government under the Constitution. 

On the passage of the law creating it the Department of the 
Interior was immediately organized. The Patent Office was trans- 
ferred from the State Department; the General Land Office and 
Pension Bureau from the Treasury Departm^ent, and Indian 
Afifairs from the War Department. Later the Bureau of Educa- 
tion, Geological Survey, the Bureau of Labor, Reclamation Service, 
the Bureau of Mines, National Parks Service, and the Alaska 
Engineering Commission were added. 

DEPARTMENT OF AGRICULTURE. - 

It was almost exactly a century after the Government was 
inaugiu-ated that the Secretaryship of Agriculture was established 
by law, on February 9, 1889. The demand for such recognition 
of the agricultural interests of the country came from without 
rather than from within Governmental circles. Local associations 
for assisting farmers began to appear in the United States soon 
after the close of the Revolution. By 1800 there were over a 
dozen such associations and societies; in 1852 there were about 
300 in 31 States and 5 Territories. By 1862, when a division was 
first organized and placed in charge of a commissioner, there were 
nearly 1,000 such societies. At the proper time these organiza- 
tions lent their influence in procuring legislation establishing the 
Department of Agriculture. 

While such legislation was not proctu-ed until 1862, and the 
head of the department was not elevated to a position in the 
Cabinet until 1889, this does not imply that nothing had been 
done for agricultiu*e by the National Government before those 

1. The sciences are greatly encouraged by the Department of Agri- 
culture. Is this a legitimate service oi the Government ? 

2. How does an association of any kind proceed to get what it wants 
from the Government? Describe certain legitimate methods and certain 
methods that are not legitimate. 

•3. What activities 01 the Department of Agriculture can you find 
which aflFect the community in which you live ? 

4. In the same way, discover what help the State gives to agriculture 
and to other types of economic activity. 

4. What part does the city or town play in economic matters in 
general and in agriculture? 

6. Much of the activity of National Departments is purely in the line 
of distributing information. Find out from the library some of the 
examples of such information. 
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dates. Early in the nation's history the United States consuls 
abroad reported to the State Department much information of 
value to the farmer. In 1819 the Secretary of the Treasury, 
W. H. Crawford, asked the American consuls to procure useful 
seeds and inventions from abroad, and the same year Congress 
created a committee on agriculture. When the Patent OflSce 
was reorganized in 1836 and a commissioner placed in charge, it 
became of great value to the farmer, since so many patents related 
to farming, and the office was obliged to collect and report agri- 
cultural statistics. Such work was continued by this office until 
the department was established in 1862. 

In June, 1852, the United States Agricultural Society was 
organized. It at once began a campaign for the establishment of 
a Department of Agriculture, with a secretary of Cabinet rank 
at its head. This campaign was waged from year to year, until 
the results which it sought were finally accomplished. 

The department to-day has general jurisdiction of an advisory 
character over the agricultural affairs of the country. Some idea 
of the work it performs may be gained from the list of bureaus 
and offices under its jurisdiction. They are: Office of Farm 
Management, Weather Bureau, Bureau of Animal Industry, 
Bureau of Plant Industry, Forest Service, Bureau of Chemistry, 
Bureau of Soils, Bm-eau of Entomology, Bureau of Biological 
Survey, Bureau of Crop Estimates, States Relations Service, 
Office of Public Roads and Rural Engineering, and Bureau of 
Markets. Besides directing the work of these bureaus the depart- 
ment supervises all the agricultural experiment stations receiving 
Federal aid. In its administration of the pure-food law, its work 
comes very close to the lives of all citizens. 

1. What is the value of the Weather Bureau to the economic life of 
the Nation? To its social activities in general? 

2. Find out about the pure-food laws and the methods of their en- 
forcement. 

3. This country has always emphasized in its educational system and 
in its public organization commerce as distinguished trom labor. What 
is the contrast and why the emphasis on commerce ? 

4. What current conditions are laying stress on labor? 

5. What steps does our Government take outside of the work of the 
Department of Labor in the way of dealing with labor? 

6. Are the labor organizations political organizations? Do they in- 
fluence elections ? 

7. What is the relation of immigration to labor? 
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THE DEPARTMENT OF COMMERCE AND THE DEPARTMENT OF LABOR. 

After the creation of the Department of Agriculture in 1862, 
those interested in labor, commerce, and manufacturing had what 
they considered a convincing argument for the establishment of 
a new department. For they said, Why should one class of workers 
be represented in the Cabinet and other classes be left out? It 
was not clear to merchants, manufacturers, miners, and organized 
labor generally why they should not be granted representation 
in the national administration similar to that granted to the farmer. 
So from 1862 to 1902 Congress was besieged with petitions and 
bills on behalf of departments of commerce, manufactures, mines 
and mining industries, navigation, and labor. 

In 1888; when the Department of Agriculture was about to 
be raised to the rank of a Cabinet position, there was such a demand 
from labor organizations for a similar department of labor that 
Congress, to satisfy this demand, took the Bureau of Labor out 
of the Interior Department and gave it an independent existence. 
This, however, did not satisfy the labor leaders, so between 1896 
and. 1 903 many bills were introduced in Congress providing for 
a department of commerce, labor, and manufactures. The cause 
was greatly advanced by President Roosevelt when he devoted 
a long section of his first annual message to the subject and 
recommended a Cabinet officer to be known as Secretary of Com- 
merce and Industries. This name, however, was not satisfactory 
to the Senate, which decided to recognize labor in the title, thus 
designating the department as the Department of Commerce and 
Labor. In spite of objections from labor leaders the department 

1. Why does the country need a census? 

2. How often is it taken? What kinds of information does it record? 

3. The control of manufactories and corporations has become in recent 
years more and more necessary. By consulting reports ot the Depart- 
ment of Commerce, discover why this is so. 

4. How is the work of all the executive departments paid for? 

5. What are the differences in duties and powers between the execu- 
tive branch and the other branches of the Government? 

6. Are there other departments which in your judgment should be 
added to the National Government? 

7. In European countries special ministries have been created to take 
care of war needs. Should we have special Cabinet officers for like 
reasons? 

66510*>— 18 8 
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was finally created with this name. The new department took 
over the Bureau of Census from the Department of the Interior 
the Bureau of Foreign Commerce from the State Department, 
and the Department of Labor, which had been an independent 
organization; the Bureau of Corporations and the Bureau of 
Manufactures were new creations. Labor finally gained its fight 
for a separate department in 191 3, when the tenth member was 
added to the President's official family, and there is now a Secre- 
tary of Commerce and a Secretary of Labor. 

As organized to-day, the chief fimctions of the Department of 
Commerce are to foster, develop, and promote foreign and domes- 
tic commerce, the mining, manufacturing, and shipping interests, 
and the transportation facilities of the United States. 

The Department of Labor was created to foster, promote, and 
develop the welfare of the wage earners of the United States and 
to advance their opportunities for profitable employment. The 
names of the four biu"eaus in the department suggest the work 
they do. They are: Biu-eau of Labor Statistics, Biu-eau of Immi- 
gration, Bureau of Naturalization, and Children's Bureau. 
These were all transferred from the old Department of Commerce 
and Labor when the Department of Labor was given a separate 
existence. 

Such in brief is the story of the establishment of the ten execu- 
tive and administrative departments of our Government, the 
heads of which now form the President's Cabinet. The increase 
from three departments in 1795 to ten in 191 7 indicates the con- 
tinued eflForts of Congress to adjust the administrative facilities 
of the Government to its growing needs. The multitude of 
duties performed by the ten departments over which the Cabinet 
members preside evidences the fact that the Government to-day 
is administered for as well as by the people for whom it exists. 
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NATIONAL CONTROL AND FOOD CONSERVATION. II5 

LESSON A-13. THE UNITED STATES POOD ADMINISTRA- 
TION.^ 

When the little colony of Pilgrims at Plymouth Bay was strug- 
gling through the hard winter which followed their landing, it 
was not difficult to make the people imderstand that economy 
of food is a matter in which the community is vitally interested. 
When George Washington and his troops were living through the 
disheartening winter at Valley Forge, there wa» ho difficulty in 
getting attention for the fact that the fate of a nation is linked 
with the food supply of its army. When the people of the United 
States heard of the starvation of Belgium and Poland after the 
great armies had occupied these countries in the preseat war, they, 
had no hesitation in contributing money and food to the starving 
people. 

Needs like those of Plymouth Bay and Valley Forge and Bel- 
gium and Poland have become world-wide. There is a scarcity 
of food, which means that many a man and woman and child will • 
this winter be without enough food to keep alive. Millions more 
will live on the verge of starvation, struggling each day to keep 
up enough vitality to meet the day's tasks. The great armies in 
Europe will be provided for by their home countries as best may 
be, in the hope that they at least will have the strength to endure 
and to strike the enemy. 

FOOD CONTROL UNIVERSAL. 

It is little wonder that every civilized nation of Europe and 
the two great cotmtries of North America have orgamefed within 
their governments special departments to muster every resource 
of the nation in meeting the crisis. Our Nation, which has more 
than enough food for its own needs, must recognize that it is a 
part of a world not supplied with enough food for all. Our 
Nation is called on to share with our Allies because the shortage 
is a world shortage, and no civilized nation can pass through the 
coming winter forgetful of the starving nations of Europe. 

FOOD ADMINISTRATION IN THE UNTTED STATES. 

Our own National Government took no steps to organize a 
food administration until some time after war was declared. Up 

* This lesson was prepared by the Public Information Division •£ the tJnited 
States Pood Administration. It gives in brief outline a sketch of the organization of 
the United States Food Administration. There is a laige body of printed material 
issued in the form of pamphlets, and there is a daily press service intended to keep 
tiie people of the cotmtry informed as to the activities of the Administration. Some 
references are given at the end of this lesson. 
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to April 6, 191 7, we had been shipping much more than usual 
to Europe and had begun to feel the effects of the drain on our 
resources. Prices had reached a higher level than ever before. 
Certain supplies that we had always imported without hindrance 
in times of peace began to be difficult to procure. 

The declaration of war had as one of its immediate causes 
the relentless destruction of ships by the German submarines. 
This was gradually making it more and more difficult for this 
country to procure the necessities of life or to send supplies to 
the nations of Europe which needed them. We could not see 
people starve without putting forth every effort to meet the 
^situation, and we were threatened with ultimate separation 
from those parts of the world on which we ourselves depend. 
Oiu- Government made every effort to show Germany that her 
course was contrary to treaties and to the principles of civilization. 
When Germany refused to listen, war was declared. 

With the declaration of war came the evident need for more 
vigorous steps on the part of our Government to promote the 
production of food and supervise its better distribution and its 
more careful use. 

Our National Government has to some extent, even in times of 
peace, taken a hand in matters of the nation's food supply. There 
are pure-food laws designed to protect commimities against those 
who would make profit by adulterating and misrepresenting the 
quality of food. These must be enforced and their effects studied. 
There are at all times agricultural problems and problems of 
transportation which require study by experts whom only the 
strong central Government qf the Nation can provide. The 
various departments of our National and local Governments, even 
before the war, were dealing in a regular routine way with many of 
these problems. 

1. Look up the historical references in the first paragraph for the 
purpose of finding out why food was scarce at the times mentioned. 

2. What are the modem protections against famine? Enumerate at 
least four of the modem safeguards to the food supply of civilization 
which have been partially broken down by this war. 

3. How does an army get its food supply? Is the situation different 
to-day from the situation in the time of Caesar? 

4. Germany organized food control and began rationing her people 
before other countries did. Discuss the reasons why this was possible. 
Is it desirable for a nation to have this possibility? 

5. Review the course of our country with regard to German sub- 
marine warfare. Why was that kind of warfare illegal? What was 
the German defense? 
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With the entrance of the United States into war, the problem 
became one of adopting special measures. There was need of a 
vigorous campaign to inform the country of the starving condition 
of Europe and of the danger which the future has in store. There 
was need of special efforts to see that unusual supplies of food are 
produced and to make sure that the supplies at hand are trans- 
ported and sold under proper conditions. The way to deal with 
famine is to meet it by preparations made far in advance. 

The President took preliminary steps on May 17, 191 7, and 
asked Herbert Hoover, who had been in Belgium in charge of the 
relief work in that country, to organize a food administration of 
the United States. 

Following this action on the part of the President, Congress 
passed a bill which became a law on August 10, 191 7. The bill 
bears the title, *' An act to provide further for the national sectuity 
and defense by encouraging the production, conserving the sup- 
ply, and controlling the distribution of food products and fuel." 

MR. HOOVER'S STATEMENT. 

The purpose of the Food Administration thus authorized by 
national law was described by Mr. Hoover as follows: 

The hopes of the Food Administration are threefold. First, to so 
guide the trade in the fundamental food commodities as to eliminate 
vicious speculation, extortion, and wasteful practices and to stabilize 
prices in the essential staples; second, to guard our exports so that 
against the world's shortage we retain sufficient supplies for our own peo- 
ple and to cooperate with the allies to prevent inflation of prices; and, 
third, that we stimulate in every manner within our power the saving of 
our food in order that we may increase exports to our allies to a point 

1 . Can you give evidences that the National Government is interested 
in the food production in your own community ? 

2. What are some of the provisions of the pure-food law? Why should 
such provisions be necessary ? 

3. The Department of Agriculture is one of the largest and most fully 
equipped in our Government. Why should agriculture receive more 
national attention than other industries ? 

4. What kinds of control does society exercise over agriculture through 
the prices of foods? 

5. Wh^t are some of the forms of national control over transportation? 

6. It has often been suggested that Congress might have dealt with 
the food problem through one of its constituted departments. Discuss 
this suggestion. 

7. Find out about the work of the Belgian relief. 
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which will enable them properlj to provision their armies and to feed 
their peoples during the coming winter. 

POWERS CONFERRED ON THE PRESIDENT. 

Th^ powers conferred on the Food Administration by the law 
are in the form of powers given to the President to be exercised 
dining the period of the war. The powers are very wide in scope, 
but are definitely limited both in their applications and in the 
time during which they nmy be exerdesd. The moment peace 
is declared all these powers disappear and only the former peace- 
time powers remaia. 

The persons over whom the President may exercise these great 
temporary powers are those who deal in a large way with the 
necessities of life enumerated in the bill as "foods, feeds, fuel, 
including fuel oil and natural gas, and fertilizer and fertilizer 
ingredients, tools, utensils, implements, machinery and equipment 
required for the actual production of foods, feeds, and fuel." 

Small dealers and farmers are explicitly excluded from the 
direct control of the Food Administration, the line being drawn 
so that only those dealers whose annual business amotmts to 
$100,000 are directly under the President's control. 

The President is given control over the large dealers by beiiig 
empowered to license them. The large baker, for example, who 
makes bread may be licensed to make and seU imder certain con- 
ditions. Through the definition of these conditions the Presi- 
dent can cc^ntrol the large bakers, and so on through the list of all 
large dealers in food. 

The President is authorized to prevent hoarding. He is given 
power to deal with anyone who hoards necessities, destroys 
them, or interferes with their transportation. He may take by 
requisition what is needed by the Army and the Navy. . 

1. Note in the title of the bill the different objects at which Congress 
aimed, and show in each case what Mr. Hoover's interpretation of the 
different tasks is. 

2. What has happened in yotu- own community in each line? 

3. What actual shortages has your community experienced? Can 
you give a definite explanation of each case? 

4. Draw a distinction between those commodities produced at home 
and those imported into your section of the country either from abroad 
or from other parts of the country. What is the relation of this dis- 
tinction to shortages? 

5. What does such a distinction suggest about the direction in which 
wise pturchases should be made? * 
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One of the most important powers given the President is that 
of going into the market and purchasing wheat, flour, meal, beans, 
and potatoes. The piu-chase can be made on a scale so great that, 
if necessary, the National (Government will have in hand enough 
of any of the important commodities named to control the market. 

The President is also authorized to stimulate the cultivation 
of crops and the production of food. Wheat is so important that 
he is given special powers for the purpose of stimulating its produc- 
tion. He is authorized to guarantee a price for the grain. In 
enacting this clause of the law Congress itself guaranteed a price 
of $2 per bushel for wheat in 191 8. 

The bill also provides that "no foods, fruits, food material, 
or feed shall be used in the production of distilled spirits for 
beverage purposes. " 

The President is given power to control the price and produc- 
tion of fuels. 

THE ORGANIZATION OF THE FOOD ADMINISTRATION. 

In carrying out the powers given him in this bill the President 
continued the organization which he had originated in May, 191 7. 
He made Mr. Hoover the head of an organization known as the 
United States Food Administration. He receives from Mr. 
Hoover and a large staff of assistants whom Mr. Hoover has 
gathered around him recommendations as to the steps necessary 
for the execution of the law, and through this same organization 
the President operates in executing the law. 

The Food Administration differs from the Department of the 
Interior or Agricultiure or Labor in that it is a temporary branch 
of the Government. It gets all of its powers through Executive 
order directly from the President. It is a special organization 
set up for the piupose of meeting a definite need. 

1. Why should Congress be less ready to deal with the small dealers 
than with the large? Discuss this matter from the point of view of a 
demand for a successful execution of the law. 

2. In the countries of Europe there is much more complete enforce- 
ment of the restrictions than we have in this country. Why? 

3. Many of the arrangements brought about by the Food Adminis- 
tration have been purely voluntary. What is the advantage of such 
arrangements? 

4. What is hoarding and why is it an evil ? 

5. There are other cases in which the Nation and the local community 
take what they need for public purposes. Give examples and justify 
the procedure. 
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The Food Administration under Mr. Hoover has adopted the 
plan of organization described in the following statement: 

The United States Food Administration being a purely temporary 
war organization, and dependent upon volunteer direction, has not 
considered it wise to set up any rigid form of departmentalization. 

Mr. Hoover has called to his assistance men from all parts of the 
United States to assist him in carrying out the functions delegated 
to him as United States Food Administrator. The work to be under- 
taken is of a novel character, and the machinery employed in the ad- 
ministration of the older Government departments can not be used 
as a guide in determining the proper designation and division into defi- 
nitely named departments; consequently, it has been decided to treat 
the entire question of the administration of the food-control bill as 
one of a series of problems. Mr. Hoover proposes to select from his asso- 
ciates one man to handle each problem as it comes up and this man 
in turn invites such other of the members of the Food Administration 
to join him as^ he may require. As these problems are solved, or from 
their character require a more less permanent staff, a permanent head 
is selected to devote his entire time to the subject, or commodity as it 
may be. 

TRANSPORTATION SECTION. 

Some examples will serve to show how this organization operates. 
At the head of the section dealing with transportation is an 
experienced railroad manager. It is his duty to see that food 
and other necessities are transported whenever necessary in 
such a way as to save food, serve the Nation's needs, and meet 
the demands of exportation. 

A drought in Texas and southern New Mexico threatened to 
kill food cattle in those regions. The Food Administration put 
itself into communication with the Commission on Car Service 
and make a request for cars in the following statement: 

The successful issue of the war rests in measure on the preservation of 
available foodstuffs. The alarming drought conditions in the south- 
western territory, largely Texas and southern New Mexico, threaten the 

a _:  

1. Review the reasons for a wheat shortage in Europe. 

2. What are the effects on other commodities when the price of wheat 
is high? Show how the effects are produced. 

3. Show the importance of the law regarding distilled liquors as a 
part of the prohibition movement. 

4. Why is fuel put into the same class with food ? Discuss the matter 
from the point of view of human need for heat and from the point of 
view of productive industry. 

5. All executive action in the Government and in large corporations 
must be delegated. Discuss this necessity. 
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live-stock industry and in turn foodstuffs for ultimate consumption, since 
the demand for equipment to move starving cattle to feed is far beyond 
the ability of the carriers to meet serving that territory. The Food 
Administration is concerned regarding the conditions, and it appear^ 
necessary in the emergency to requisition and send to the relief of the 
cattlemen cars in abundance to save the cattle from starvation. It is 
understood, of course, this plan will work a temporary hardship on the 
shippers tributary to the lines now engaged in transporting cattle to the 
markets for slaughter. However, a serious condition confronts the 
industry and imperils the national interest, and as a war measure we 
recommend that cars be supplied preferentially in the drought-stricken 
region over cars in territory where cattle are being moved to market for 
slaughter and where there is an abundance of feed available. 

The cars were produced and the cattle were taken where pas- 
turage could be secured. 

MEATI^ESS AND WHEATLrESS DAYS. 

Through the various sections of thie Food Administration, 
especially the hotel and restaurant division and the division in 
charge of the pledge cards, the whole country has been urged to 
make Tuesday a meatless day and Thursday a wheatless day and 
to have one wheatless and one meatless meal each day. It is 
important that these two forms of economy be definitely located 
on designated days. The special day will keep the matter defi- 
nitely in people's minds and will make it possible for dealers to 
adjust their supplies to a general practice. Whenever a group of 
people are to cooperate in a given enterprise, it is better that there 
should be a set way of doing it. 

It is not' possible to give details regarding the work of other 
divisions and sections. Some of these activities will be described 
in other lessons of this series. 

There are sections in charge of sugar, of baking, of milling, of 
grain, and of labor. Another section deals with the purchases of 
our Allies, another with canned goods, others with perishable 

1. What would be the method of adjustment in ordinary times when a 
part of the country has a drought ? 

2. Show how the war causes a shortage of cars and creates a need for 
special measures at the present time. 

3. What are the chief substitutes for wheat and meat? 

4. Crop gathering is a seasonal occupation. Why is the control of 
labor more difficult in such an occupation ? 

5. What conditions would be likely to bring a system of rationing in 
this country? 
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goods, with oils, with milk, and so on through the long list of the 
Nation's food needs. 

STATES ADMINISTRATION. 

Especially important is the Division of States Administration. 
Through this division the food administrations which have been 
organized in each State are brought into cooperation with the 
central Food Administration at Washington. The President has 
appointed a Federal food administrator in each State whose duty 
it is to inform the people of his State and to keep the suppUes of 
that section of the cotmtry at the service of the whole Nation. 

This organization not only deals with food itself, but helps to 
bring labor to the points where it is needed in order to gather in 
the harvest. It is useless for farmers to plant grain and raise 
large crops if these can not be taken care of when they are ripe. 

OUR METHODS DIFFER FROM EUROPEAN METHODS. 

The methods adopted in all these activities are somewhat 
different from the methods employed in Eiu'ope for the control 
of food. There is no rationing or absolute food dictation in this 
country as there is in Germany. Price fixing and regulation of 
trade have gone forward much less drastically than abroad. 
This is partly due to the fact that food is more abundant here, 
and there is not the immediate danger which confronts the peoples 
of Europe. It is partly due to the fact that our country is much 
larger than the coimtries of Europe. The needs and the products 
of the different sections of our country are very diflferent and a 
single method of dealing with our food problems would not work. 

More important than any of the other reasons, however, is the 
fact that our Government has determined to carry on its food 
administration in such a way as to educate the people to under- 
stand the situation and to meet it through willing cooperation, 
as the people of a democracy should. 
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LESSON A-14. SUBSTITUTE FOODS.* 

We are asked this year as a patriotic duty to conserve certain 
foods which must be sent to our Allies in order that they may not 
starve. This contribution will be as great as any other service as 
we can render. To make it, it will be necessary for us to modify 
our food habits considerably, and we must effect the changes 
wisely so as to avoid any risk of endangering our own health and 
strength. We must have food which is sufficient in amount and 
of the right kind to satisfy all the requirements of the body. Our 
food must provide, first, the fuel that keeps up the heat of the body 
and gives power to work; second, the materials for the growth 
and repair of the bones, muscles, and other parts of the body ; and, 
third, small amounts of substances which keep the body machine 
running smoothly. If we are to reduce oiu* consumption of those 
products which are needed abroad, we must take care to replace 
them with others which serve the same purpose in our diet. 

Our AlUes are depending on us to send them wheat, meat, fats, 
and sugar. We must use less of these foods than we ever have used 
before in order that their needs may be met. 

WHEAT. 

All this year's wheat crop in excess of what we ordinarily use 
was shipped to Europe before the first of December. Any addi- 
tional wheat that is sent from this country must come from what 
we can save. This means that we must make every effort to 
reduce to the nunimum our consumption of this cereal. Since 
wheat is a starchy food and serves in the diet chiefly as a source 
of fuel, we must use in place of it other foods of a similar nature, 
namely, com, oats, barley, rye, rice, buckwheat, and potatoes, 
both Irish and sweet. 

The crop of most of these foods is greater this year than the 
average for previous years. On the other hand, some of them 
can not be exported in such large amounts as usual because of 
the shortage of ships. In addition the cereals formerly used 
in the manufacture of distilled liquors are now available for 
food. There will be then a considerable supply of these products 
in excess of our normal consxunption. This stuplus can be 
substituted for wheat. 

* This lesson was prepared by Elizabeth W. Miller, instructor in Home Economics, 
University of Chicago, and assistant in the United States Food Administration. It 
aims to make clear the fact that the people of the United States are asked to substi- 
tute foods of less export value for those which are needed for shipment abroad. In- 
telligent substitution will help our Allies and will not result in imdernutrition in this 
coimtry. 
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We can reduce the ajinotmt of wheat used m a number of ways. 
Many of us have formed the habit of eating bread at every meal. 
This is not necessary, at least for those who have a reasonably 
varied diet. At dinner in place of bread more potatoes may 
be served. One small potato supplies about the same amount of 
energy as a large slice of bread. Other vegetables and fruits, 
when plentiful, may be used more freely as a source of energy. 
This practice saves wheat and utilizes perishable products as 
well. 

At breakfast also it is possible to omit bread and serve instead 
more of the cereals, such as oatmeal, cornmeal mush, hominy 
grits, and steamed rice. Breakfast foods prepared from wheat 
should, of course, not be used. Variety may be obtained by 
adding a few raisins, figs, or dates to the cereal. This saves 
sugar as well as wheat, since the fruit sweetens the mush suffi- 
ciently to suit most people. 

Wheat may also be conserved by substituting other things as 
far as possible for wheat flour in making bread, cakes, and pas- 
tries. There are two kinds of bread which we are accustomed 
to use, bread raised by means of yeast and the so-called quick 
bread. The latter variety is usually leavened with baking powder 
or soda and am acid. In making both kinds it is possible to use 
potato or meals and flours made from com, oats, rye, barley, or 
buckwheat for part or all of the wheat flour. 

In yeast bread not more than one-fifth to one-third of potato 
or other cereals can be substituted for wheat flour. This is be- 
cause wheat flotir alone contains the gluten necessary for making 

1. Give as many reasons as you can for the world shortage of food 
this year. 

2. Why has Germany been able to maintain her food supply in spite 
of the blockade ? 

3. Explain why food conservation and reduction in the cost of living 
are not synonymous. 

4. Note the distinction between substituting foods and going without. 
Does the Food Administration ask us to go without food? 

5. Explain how cereals have been released by the legislation relating 
to. the manufacture of alcoholic liquors. 

6. What is the chief value of fruit and vegetables in the diet? 

7. A large part of the effort of the Govemment has been devoted 
to the increase of production and the saving of waste. What steps 
have been taken in these two directions in your community? 

8. "Vegetables should be eaten near where they are raised, because 
they are hard to ship.' Illustrate what this means. 
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a light, porous loaf. Gluten is the protein of wheat. It can be 
separated easily by making a stiff dough of ordinary floiu" and a 
little water and washing this ball of dough until all the starch is 
removed. There will be left an elastic mass that can be stretched 
without breaking. When flour, water, and yeast are mixed to- 
gether and kept at about mean temperature, the yeast ferments, 
producing bubbles of carbon dioxide gas. The gluten in the flour 
stretches, retaining the gas, and the dough is gradually changed 
to a mass of thin-walled cells. When the bread is baked the gas 
expands and stretches the gluten still more. In this way a light, 
porous loaf is produced. 

No other grain contains exactly the same kind of protein, 
although there is in iye a gluten somewhat similar to that in 
wheat. That is why yeast bread can be made entirely from rye 
flour. A lighter loaf is obtained, however, if some white flour 
also is used. 

It is because of the exceptional quality of the gluten in wheat 
that it is so necessary to send that particular cereal to Europe. 
The people of France, England, and Italy depend very largely on 
baker's bread, which means yeast bread made from wheat, since 
other breads are too frail to be handled commercially. This is 
especially true in France, where bread comprises half the total food 
supply. The women of France are already doing double work — 
their own and that of the men who are serving as soldiers or 

1. How do cereals compare in cost with other foods as a source of 
energy? Compare the cost per pound of com meal and of oatmeal pur- 
chased in bulk and in package. Compare also the price per. pound of 
the various cereal preparations sold in packages. 

2. Wheat is a staple because it is easy to preserve and to ship. ' What 
qualities of this grain make it more available for export than other 
grains? 

3. What per cent of white flour is obtained from a giv^ amount of 
the wheat grain ? It has been urged that a higher extraction should be 
made. What are the objections to this? 

4. Are hotels which serve graham or whole wheat breads on wheatless 
days interpreting the word "wheatless" correctly? 

5. What are the differences in the composition of the various products 
that may be used as wheat substitutes? How do they compare with 
wheat ? 

6. Where did wheat come from originally? 

7. What countries of the world produce the most wheat? Why are 
the crops unavailable for Europe now? 

8. Describe the different kinds of bread that you have seen. 
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who are unable to work t)ecause of sickness or wounds. If these 
women are unable to buy bread, but are forced instead to spend 
even one extra hour each day in preparing other cereal foods to 
which they are unaccustomed, their burden may be more than 
they can carry. 

The French are already conserving wheat by using a bread made 
of 80 per cent wheat flour and 20 per cent other cereals, such as 
rice, barley, oats, rye, and com. 

A great saving of wheat is possible in making quick breads. In 
these from 50 per cent to 100 per cent of flour or meal other than 
wheat can be used. They may be even more nutritious than 
bread made entirely from wheat, and the distinctive flavor of the 
different grains gives a pleasant variety. Com was the chief 
breadstuff on which the Indians and the pioneers depended. If 
everyone in the United States used corn-meal breads to the extent 
that the people in the South are already doing from choice, enough 
wheat would be saved to meet the needs of our allies. Rye and 
barley have also served as bread cereals in different sections of 
the world. Those of us who have not been in the habit of using 
these foods must learn now. 

MEATS. 

The world's meat supply is being rapidly depleted. Our allies 
have not nearly enough for their needs. In England and France 
it has been necessary, because of lack of feed, to decrease the 
amoimt of live stock, saving only dairy cows. The Germans have 
seized almost 3,000,000 head of cattle belonging to the French 
and the Belgians. We ourselves produce less meat in proportion 
to our population each year. This is because of the decrease in 
land available for grazing and the resultant increase in the cost 

1 . If com can be substituted for wheat here, why not ship large quan- 
tities to Europe and let the people there do the substituting? 

2. Where did com come from originally? 

3. What are some of the additional duties that war throws on women? 

4. The army gets better food in France than do civilians. Why? 

5. Give examples of the way in which habit enters into the determina- 
tion of diet. How can these habits be changed in such times as these? 

6. Most of the grain raised in this country is used as food for animals 
rather than for men. Is the grain fed to animals wasted? Is it eco- 
nomical to kill the animals in order to save cereals for men? 

7. England has put much of her pasturage into cultivation. Should 
this be done? 
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of raising live stock. There is great need, then, for economy in 
the use of meat, especially beef, pork, mutton, veal, and lamb, 
which are most easily shipped. 

Meat is valuable in our diet for two things — ^its flavor, which 
we like, and its protein, which is necessary to form muscles, blood, 
bones, and other parts of the body. 

The. flavor can be extended by combining it with cereals, po- 
tatoes, and other vegetables in stews, soups, and pies.' A very 
little meat can thus be made to go a long way. 

The protein that we need can easily be supplied wholly or in 
part by other foods. Fish, eggs, cheese, milk, dried peas and 
beans, and most nuts contain a large proportion of protein. The 
cereals also supply some, although they are primarily fuel foods. 
Three tablespoonfuls of cottage cheese, a i X^^ch cube of American 
cheese, two small eggs, and three-fourths of a pint of milk furnish, 
each, about the same amount of protein as a meditmi serving of 
meat (about 2 ounces). 

In general, the proteins of vegetable origin, although much 
cheaper, are not of so good a quality as those of meat, fish, milk 
aad eggs. But if they are supplemented with milk proteins, 
which are of exceptionally good quality, they may supply a large 
proportion of the protein in the diet. 

Milk is a more important food than meat. It contains protein 
and fat, like meat, but it is much richer in mineral salts, especially 
lime, which helps to form bones, and in recently discovered sub- 
stances which are now recognized as of great importance in nutri- 
tion. These last-named substances are present in foods only in 
minute amounts, and so little is known of their composition that 

1. Explain the decrease in the land available for grazing in this country. 
How does this increase the cost of raising Uve stock? 

2. Why is the production of rabbits for use as meat being encouraged ? 

3. Which of the sources of protein mentioned in the text are easiest 
to ship? 

4. At current prices in your community compare the amount of protein 
that can be purchased for 25 cents in the form of milk, of meat, and of 
bread. 

5. The canning industry has done much to determine modem diet. 
What qualities of food make it easy and desirable to can ? 

6. What modem methods of transportation have contributed most 
largely to the determination of our food habits? 

7. It is said that the diet of an American is much more varied than 
that of Europeans. Can you think of reasons why this is so ? 
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it has not yet been possible to find a satisfactory name for them. 
They have been called "vitamines, " "accessory substances," 
" growth determinants. " There are at least two t3rpes. 

MILK CHEAFBR THAN MEAT. 

Meat is a more expensive source of protein than milk, not only 
for the individual buyer who has to pay a high price per pound 
for it, but for the country at large. The animal is not an efficient 
machine for turning the protein in its food into meat protein. 
Only one- tenth to one-fifth of the protein in grain is recovered in 
the form of meat protein. Every time we eat a piece of meat it 
represents the consumption of 5 to lo times that amoimt of 
grain by the animal. In the case of milk the return is several 
times greater. One-third to one-half the protein eaten by the 
animal is obtained as milk protein. 

All these facts emphasize the importance of encotu'aging the 
production of milk. Children need it especially. Even at 15 
cents a quart it is a relatively inexpensive soiu-ce of valuable pro- 
tein, lime salts, and " vitamines.*' In New York City the present 
high price of milk has reduced the amoimt used in some sections 
as much as 50 per cent. There has also been a recent increase in 
infant mortality which the health department ascribes to the 
decrease in the use of high-grade milk. 

FATS. 

Fats are concentrated fuel food and for this reason are important 
in the diet of soldiers who must take long marches. But they also 

1. In recent years the transportation of milk has become one of the 
great industries. Find out about the growth of this industry. 

2. What precautions are necessary to insure pure milk? How are 
these precautions taken? 

3. One of the most pathetic phases of the war has been the increased 
mortality of infants. Why sho^ild infants have a serious struggle for 
life in war times? 

4. In what ways can the skimmed milk and the buttermilk left from 
butter making be utilized? 

5. "Sour milk should never be wasted." Describe some of the ways 
in which it can be used economically. 

6. "Vegetable fats can be produced more economically than animal 
fats." Explain. 

7. In what way are fats used in the manufacture of anmiunition? 
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have another value. It has been found in Europe, where the fat 
ration has been cut very low, that the reduction in fats interferes 
with the normal growth of children and with the healing of sol- 
diers' wounds. Some of the animal fats contain minute quan- 
tities of substances which are necessary for the growth of new 
tissue or the repair of old. These substances belong to one of the 
the two types of '* growth determinants" or "vitamines" spoken 
of in connection with milk. The fats of milk and of egg yolk are 
particularly rich in these substances. A few other animal fats, 
such as suet, also cbntain them, but vegetable oils do not. Some 
of these "growth determinants" must be included in the diet. 
Therefore, unless milk is used freely, butter or oleomargarine 
made from beef fat should be served on the table. If milk is used, 
no further thought need be given to them. 

ECONOMY IN FATS. 

Other fats, especially the vegetable oils and hardened fats, 
should be substituted in cooking for two reasons. By reducing 
the output of butter, more whole milk will be made available for 
food. Vegetable fats can also be produced more economically 
than animal fats. 

Some fat in the diet is not only necessary, but desirable, since 
it impart^ a richness of flavor. We as a nation, however, are 
using and wasting about three and one-half times as much as we 
need. We can reduce our consumption by eating less pastry and 
rich cakes, by omitting fried foods, and by using all fats trimmed 
from meat or tried out in cooking. Soap also requires fat for its 
manufacture and should be carefully conserved. 

1. What is the reason for the objection which most people make to 
oleomargarine ? 

2. Is it right to use artificial coloring matter in making foods for the 
market ? 

3. When was cane sugar first known? From what was it obtained? 
What did people use for sweets before they could get sugar? 

4. What is beet sugar? 

5. What are the sugar-producing countries of Europe? Explain 
why our Allies have so little sugar. 

6. Why is it impossible to make "sugary" candies out of molasses 
and other sirups? 

7. Is sugar a food or a mere luxury? 
66510°— 18 ^9 
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SUGAR. 

Sugar is a readily available source of energy, but its chief value 
in the ordinary diet is probably as a flavor, for cereals and other 
foods can gfive energy equally well. British soldiers who met 
the gravest dangers without question are said to have rebelled 
when obliged to give up jam. Americans are in the habit of using 
about four times as much sugar as the people of France get at 
the present time. Without any great sacrifice we can do with 
much less. If all the people in the United States refrained from 
eating candy alone, the sugar saved would be sufficient to meet 
all the requirements of England imder the present rationing 
standard. 

We can satisfy our craving for sweets by using more sirups 
and fruits rich in sugar. Honey, molasses, maple and com sirups, 
as well as dried fruits, such as dates, figs, and raisins, may take the 
place of sugar in sweetening cakes, puddings, and other deserts. 
No sugar is needed in bread. In the South and in New England 
some people are reviving an old custom by adding sirup, or 
**long sweetening,'* to tea and coffee in place of sugar, or ** short 
sweetening." A number of candy manufacturers are making 
delicious confections in which little or no sugar is used. 

By adopting such measiu'es as have been suggested for reducing 
our own consumption of wheat, meat, fats, and sugar, we shall 
be able to send to oiu* Allies and to oiu* soldiers in France suflSc- 
ient food to meet at least their most pressing needs. 
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LESSON A-15. WOMAN AS THE FAMILY PURCHASER.* 

In the business world purchasing is now recognized as a spe- 
cialty which requires a high type of training. Importers of such 
finished goods as rugs and laces send abroad purchasing experts 
who can judge of the quality of goods and who know about prices 
in the foreign countries, where the goods are made, and in this 
country where the goods are to be sold. American manufacturers 
who import raw materials understand that successful buying is 
an important part of their business. 

PERSONAI. PURCHASES USUALLY MADE WITHOUT EXPERT 

KNOWLEDGE. 

While the business world knows the importance of purchasing, 
the ordinary person usually buys in a careless, or at least inex- 
pert way. He does not know about the quality of goods and he 
is ignorant even about his own financial ability to make the piu-- 
chase. How much can one afford to pay for a pair of shoes 
or a hat or for the rent of a house ? This is a problem in the allot- 
ment of one's income. The mere fact that one has the price 
of a pair of shoes in his pocket does not mean at all that he can 
afford to buy them. He ought perhaps to have an old pair 
mended because he really needs the money for house rent. Very 
few people prepare a budget of their expenses and carefully 
balance the budget against their income. The result is that 
many a family is in distress that might be comfortable if it would 
organize itself in a businesslike way. 

The need of business organization in family and personal life 
arises from the very character of modem economic conditions. 
Once more we may refer to the fact, repeatedly pointed out in 
these lessons, that in times past the family made its own goods. 
Bvery member of the family was a producer. The amount of pur- 
chasing from outside sources was small and every buyer knew 
the quality of what he purchased, because the range of his buying 
was so narrow that he could be fairly expert. 

NEED OF SPECIAL TRAINING FOR FAMILY PURCHASERS. 

To-day all is different. The family must buy nearly everything 
it uses. The members of the family need cloth, but they do not 
know about cloth making. They must buy vegetables, but they 

* This lesson was prepared by Hazel Kyrk, assistant professor of economics, Oberlin 
College. It explains why the appeal for economy in war time is addressed especially 
to women. It also indicates the effect which the changed methods of industry have 
brought about in the duties of wpmen, 
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have never had experience in cultivating a garden. They must 
buy meats, but they have never had to do with live stock. 

A new problem has arisen. It is the problem of training expert 
family buyers. This problem, like every social problem, begins 
to solve itself before it is clearly defined in the books on social 
science. With the changes in home life which have come with 
modem industry, the housewife has gradually taken on the duties 
of piu-chaser for the family. ' 

PURCHASING THE DUTY OF THE HOUSEWIFE. 

That the housewife is, in fact, the disburser of the income has 
long been recognized by those who offer for sale the articles which 
the modem family buys. The best advertising media are the 
magazines which women read. It is these women buyers who 
crowd the shopping districts and the department stores of cities. 
It is with women, mainly, that the grocer, the butcher, the milk- 
man, the ice man, the laundryman, the vegetable and fruit vender, 
liiust deal. It is women who send orders to the large mail-order 
houses. All these facts bear witness to the purchasing activities 
of women, even if we had not the testimony from coimtiess house- 
holds that it is the custom for the father to earn the income and 
for the mother to spend it. 

The same principle is recognized in these war times in the ap- 
peals which are made to the women of the coimtry. If the 
Nation is to save wheat to send to our Allies, it is the women who 

mm T ----- L - - _ - ^  1- _ -_r--j - --iii _-- 

1. Go to some store which deals in rugs aiid find out from the sales- 
man some of the special facts which a purchaser of rugs would have to 
know in order to buy expertly for the trade. 

2. Why is it advantageous for a buyer to go to the country where 
the goods are produced? 

3. Make as long a list as you can of the raw materials which are pur- 
chased by American manufacturers in other countries. 

4. Careful students of family life have prepared statements of the 
way in which an income should be divided among the different expenses 
of the family. What portion of the family income should be expended 
for rent? 

5. Some classes of people, especially farmers, do not have their earn- 
ings in money as much as workers in the city do. Why is this so and 
what is the effect of this fact on the life of the family ? 

6. Point out some of the facts which must be known by anyone who 
wishes to make intelligent purchases for the family. In this connec- 
tion find out some cases in which a family has secured inferior goods be- 
cause it was not easy to decide whether the goods were of high quality 
or not. , 
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must be enlisted. If we are to save fats, it is the women who 
must be educated to understand the need. The Food Admin- 
istration has carried on extensive campaigns in the attempt to 
get the support of the women through pledge cards. The coun- 
try is flooded with official and unofficial suggestions to women 
about substitutes for the things which have ordinarily been used. 
Air this shows that the real dependence of the Natton for general 
economy is on the women who expend the family income. 

FAMII.Y PURCHASING A MATTER (^ NATIONAL IMPORTANCE. 

There has never before been a period when we have been so 
fully aware as we are now of the national importance of the way 
in which each of us uses the goods of the Nation. Our own coun- 
try and the world are facing shortages in food, in wool, in steel, and 
in fuel. If any individual or any family wastes any of these 
things, others will have to go without. Economy must be general. 
Purchase and use of goods are seen to be not merely a side issue, 
but a part of national life. Especially must we save energy and 
materials' by dispensing as far as possible with all luxiuies. 

The nations of Europe have been forced to recognize the neces- 
sity of economical use of national resoiurces more than we have 
up to this time. They are reduced to the point where the gov- 
ernment has had to take direct charge of purchasing. One reads 
of bread cards and sugar cards and butter cards. All these mean 

1. Get one of the pledge cards of the Food Administration and explain 
why it makes the various requests that it does. 

2. Find in the paper some of the suggestions which have been made 
about substituting food. Compare these suggestions with the state- 
ments made in the lesson immediately preceding this one. 

3. In order to understand the national importance of some of the forms 
of waste that are mentioned in the paragraph, find out how many families 
there are in the United States and make some calculations to show the 
amount of waste which would result from small wastes in each family. 

4. There are various kinds of waste. In some cases human energy is 
iTf^asted. Get examples of thi€. In some cases material is wasted. Does 
this latter kind of waste involve any waste erf human energy ? 

5. In ordinary times does our Government take any hand in setting 
prices of goods or in determining the quality of goods that may be sold 
in the market? 

6. The Department of Agriculture has set up definite standards for 
such commodities as wheat and cotton. Show that standards can be 
set up in these cases more easily than for many other goods sold in the 
market. 
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that the individual has been rationed, and he is no longer free to 
make independent purchases. No more eloquent statement could 
be made of the national importance of the purchasing function. 

LACK OF STANDARI>S OF ECONOMY. 

• 

The main difficulty which confronts women in buying goods 
for the use of their families is the lack of definite standards to guide 
them. Is there any definite test to show whether a particular 
ptu'chase has been a wise choice? When the business man buys 
he has profits to guide him and to test the wisdom or folly of his 
expenditure. But while a business or a shop is run for profit, 
a household is conducted for the comfort and convenience of its 
members. But "comfort," ** convenience,'* and ** well-being" 
are vague and indefinite tests to apply. Among all the possible 
ways of spending each dollar, how shall the housewife definitely 
determine which will best promote these general ends? Shall 
it be delicacies for the table, finer clothes for the children, more 
domestic service, a parlor rug, more frequent visits to the dentist, 
more books and magazines? Or, if it is a case of retrenchment, 
which of these or other items shall be eliminated or cut down ? 

SCIENTIFIC SELECTION OF DIET. 

In only one department of family economy has scientific knowl- 
edge given much aid to the housewife — ^in buying food. Here 
there are some definite rules, based on known food values, to 

1. How do a business man's profits guide him in making his pur- 
chases? 

2. Find out from your own home what is the distribution of the family 
income for some of the articles mentioned as comforts and conveniences. 
Then make up a statement of the way in which a person with an income 
of $1,500 a year should divide his income in order to secure a certain 
number of these comforts and conveniences. 

3. The Food Administration is urging the women of the country to 
buy the food commodities which are raised near home. Show how this 
practice will help in saving transportation and will also prevent the 
waste of many food substances. 

4. Can you find examples of waste at grocery stores because people do 
not purchase wisely? 

5. Why does the grocery store very commonly have a sale of perishable 
materials on Saturday night? What does this show with regard to the 
purchasing on the part of the storekeeper and of the community about 
the store? 
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guide the housewife in her expenditure. We know that the family 
diet must contain a certain amount of protein, a certain amount 
of fat, andvso on, if the diet is to be wholesome. The preceding 
lesson gave some suggestion of the kind of knowledge we have 
and must use in this time of scarcity of food. 

In almost all other lines practical experience is the only guide, 
and without definite tests as to what is rational the expenditure 
becomes largely a matter of imitation or emulation of others. 
It is astonishing how purchasers get into the habit of going to a 
certain store because it is the fashion. Or they buy a given 
brand of goods because it is widely g^dvertised. There are, of 
course, in the long run very close relations between the success of 
a seller and the high quality of his goods, but there are, on the other 
hand, many false reasons for the temporary success of a certain 
dealer or a certain kind of commodity. 

NECESSITY OP Training. 

What is needed to correct these difficulties is more training on 
the part of housewives. They need to be taught that along with 
the duties which they have always performed, cooking, cleaning, 
sewing, and caring for little children, they are called on by modem 
conditions to take on the new duty of intelligent purchasing. The 
responsibility of acting as disbursing agent for the household has 
come into prominence only during recent years, since the new 
type of industrial system has made the family dependent on pur- 
chase rather than on its ability to produce what it needs. 

The fact is that the purchasing housewife needs much special 

training, because she is likely to be burdened by the relatively 

^ • 

1. Advertisers take great pains to make the trade-mark on their 
goods familiar. Is this a legitimate way of getting business? 

2. What courses in the school curriculum would be helpful in prepar- 
ing girls for purchasing? Is there any need for similar types of training 
for boys ? 

3. The financial managing of a city is not unlike the financial manag- 
ing of a family. Should there be courses in the schools which would 
prepare people who are to be in the common council to expend the 
city's money wisely? 

4. Find an example of some chemical test which would determine the 
quality of materials bought at the store and show why this chemical test 
can not be used by a small purchaser. 

5. How is material tested for its quality when purchased by large 
factories? Show that the method of testing thus employed is not avail- 
able for the small purchaser. 
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small amount of her purchases. She must buy hundreds of things 
widely different in nature and purpose. How can she be an 
expert judge of all brands and varieties of different kinds of 
goods? The specialized buyers for large firms, buying perhaps 
only one commodity and that in large quantities, may acquaint 
themselves with the advantages and disadvantages of everything 
which would serve the pmpose. They can determine quality by 
chemical or other tests of which the small-scale buyer for a house- 
hold may not avail herself. The variety of the housewife's 
purchases also limits the extent to which she can canvass the 
market for the best quality or lowest price for each commodity. 
But it would seem that she has gone almost too far in insisting 
that everything be immediately accessible and has too frequently 
taken the easiest way, ordering over the telephone without any 
search for or inspection of the goods. 

THE VARIETY OF HOUSEHOLD PURCHASES. 

As a result of the scarcity of definite tests of expenditure and 
the difficulty of acquiring expert knowledge of the variety of 
goods which are bought, the housewife is often in a weak position 
in bargaining with the dealers who have the goods for sale. Co- 
operative testing has in part been resorted to. The Government 
is in reality developing cooperative testing when it passes a 
pure-food law and when it requires dealers to put a label on 
an article describing its exact quality. 

The only general way of meeting the demands of the situation 
is to increase the intelligence of piurchasers. The problem of 
budget making must be taken up. Training in judging qualities 
must become more common. Appreciation of the national duty 
of economy must be taught ever5rwhere. Then there will be 
something like an intelligent use of the country's resources. 
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Chapter V. 

CUSTOMS, LAWS, AND FORMS OF GOVERNMEITr. 



By describing the most elaborate and rigid system of social classification in the 
world, Lesson A-16 shows how society is controlled by custom as well as by law. 
The special ftmction of law as a form of social control becomes clear only when law 
is considered in contrast with other devices for social control which are not connected 
with civil government. 

Lesson A-17 deals with the origin of laws. One is apt to think of a law as the result 
of action, more or less spontaneous, in some legislative chamber. This is true only 
in part; the legislative act is but the final stage. The way was prepared in the life 
of the people long before the "bill** was introduced. In a democracy no law can 
live which is not based upon recognised need; and that recognition of need, in turn, 
is based upon experience of the people concerned, or else upon knowledge of the 
experience of others. 

Lesson A-18 seeks to give an insight into the nature of government and the distri- 
bution of governmental functions. As individual laws develop from customs so the 
forms of government develop with the growth of a people. There are many examples 
in history of grafting the principles of one government upon the constitution of an- 
other, but after the lapse of years only those features persist which prove to be in 
harmony with the genius of the people. The constructions of the courts, the attitude 
of executive officers, and above all the trend of public sentiment in the end determine 
the force and meaning of written instruments far more than the legislators who frame 
them. 

Lesson A-19 calls attention to some of the ways in which private citizens may 
take direct part in the affairs of government. The ballot is, to be sure, the final arbiter 
in a democracy, and intelligent voting is the highest duty of every citizen. There is 
much more in citizen^ip than suffrage, however. To aid public officers by active 
cooperation and to restrain them by honest criticism when the need arises are duties 
which democracy imposes on tis all. 



LESSON A-16. CASTE IN INDIA. 

By Mrs. L. E. Linzbll, Columbus> Ohio. 

Every civilized community controls its members by means of 
formal rules or laws which have been enacted as means of pro- 
moting the welfare of the whole group. Sometimes these laws are 
very exacting, as when taxes are imposed on individual wealth 
or when service is required in the Army. Sometimes the laws 
deal with trivial affairs, ds in city ordinances demanding that the 
snow be kept off the sidewalk or that smoke from a chimney be 
reduced by a careful firing of the furnace. 

These formal rules and regulations of commimity life are sup- 
plemented by a great body of custom which is seldom thought 
of as a part of the con^nunity control. The fact is that custom 
was much earlier than law in controlling the community and is 
to-day in many cases quite as powerful. 

137 
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CUSTOMS EARUER AND OFTEN MORE POWERFUI. THAN LAWS. 

Before taking up discussions of the laws and government 
in such a social system as ours, it may be well to get an example 
frpm the customs of another nation, which will make it clear 
that society sometimes controls the behavior of its members 
by means of rigorous social customs. Some one has said that 
primitive man is controlled by customs very much more com- 
pletely than civilized man is controlled by laws. The penalty 
among primitive peoples for breach of custom is not infrequently 
the life of the oflFender, and the social tyranny of a ruling class 
as established in primitive customs is sometimes extreme. A very 
striking example of social customs which have crystallized into 
a most rigid system can be found in the castes of India. 

EXAMPLES OF THE OPERATION OF CASTE RUI.ES. 

An American boy from Ohio was one day walking through the 
narrow crowded streets of a city in India. He approached a 
little open shop where native sweets were being made and sold, and 
true to the boy's instinct he could not pass without piurchasing. 
He soon made his selection of candy, but the indifferent shop- 
keeper, dressed only in a dirty loose cloth and bare above his waist, 
did not stir from his cushion, making it clear that he cared little 
for the boy's patronage. Instead of handing him the parcel, 
the vender placed it on the mud floor. As the young customer 
picked it up and offered the money to the shopkeeper, he was 

1. What is some of the most recent national legislation in regard to 
taxation ? 

2. The National Army recognizes the principle of universal draft 
of men between certain ages. What is meant under this law by 
exemption ? 

3. It is suggested in many quarters that a law be passed requiring 
universal military training after the war. How would such a law dififer 
from the present one ? 

4. Before the present law was passed, the Army was recruited through 
voluntary enlistment. What motives prompted men to enlist under 
the volunteer system ? 

5. After war was declared the effort was made to bring social pressure 
to bear in order to increase the number of volunteers. What were the 
types of social pressure employed? 

6. Discuss the difference between legal requirement and social pres- 
sure with reference to the effectiveness of each. 
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surprised to find that the shopkeeper quickly drew back in haughty 
disdain, indicating that the boy should leave the money on the 
floor where the parcel had been. The seller of sweets would 
have broken his caste and become polluted had he given the parcel 
into the hands of the Anglo-Saxon boy, for that boy was a 
foreigner, and the dealer must not have direct dealings with him. 
A few days after that incident this same boy's mother was 
distressed to hear of the death by plague of the little daughter 
of the editor of the city newspaper. He was a refined, cultured 
Indian gentleman, a graduate of one of the great universities 
and a frequent visitor at the lady's home. Wishing to give comfort 
to the bereaved mother, the American lady asked if she might 
call at his home. He was much embarrassed, stating that his 
wife was very religious. However, after consultation with the 
family, an invitation to call was extended. The lady was admitted 
to a bare room with a mud floor; on the wall himg one or two 
crude pictures of Hindu deities. Presently a shy, but beautiful, 
young Indian woman entered with her sari drawn over her face, 
from which her sad brown eyes peered in wonder and embarrass- 
ment. This diffident, illiterate young Indian woman was the 
learned Hindu gentleman's wife. After a few minutes of difficult 
conversation, giving comfort as well as she could to her Indian 
sister, the American lady left. She had no sooner gone from the 
house than the purification process was begun, for the, house had 
been defiled by her presence, and caste rules called for an immedi- 
ate cleansing from the pollution incurred by the visit. The entire 
family must have a ceremonial bath, and the room in which the 
visitor had sat must be sprinkled with holy water. 

1. Enumerate some of the strong customs which operate in our social 
life but have no reenforcement in the law. 

2. Suppose that a man violates custom. What penalty will he suffer? 

3. Can you think of reasons why custom was more powerful in prim- 
itive societies than it is in our society ? 

4. What is the effect of age on custom? 

5. What educational practices do you think of which have their roots 
in long-established custom ? * 

6. Suppose one wanted to break up long-established customs, how 
would he go about it? 

7. Where does fashion in dress originate? 

8. Can you mention fashions in dress that are unjustifiable in a time 
like this when certain materials are scarce ? 
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CASTB SYSTEM PECULIAR TO THE HINDUS. 

This caste system of India is peculiar to the Hindus. It is not 
like the tribal clannishness of ancient times; nor is it at all sim- 
ilar to oiu" modem mode of organizing society. The caste of 
Hindus is derived from birth alone, and the man of one caste 
can not be transferred to another, different castes being considered 
as distinct as different species of animals so that a man can not 
change from one to another any more than a cow can change to 
an elephant. Caste can not be gained as a reward of merit or 
bestowed as an honorary title by the most powerful monarch. 
It is this pride of birth which dates so far back in its origin com- 
pared with which the lineage of kings is but of yesterday that 
makes the people of India cling so tenaciously to this system and 
remain so rigid in its observance. 

MEANING AND ORIGIN OF CASTC. 

The word ** caste " is derived from the Portuguese word " casta '' 
meaning race, and was used by them to designate the different 
classes of Hindus whom they found when they entered India in 
the fifteenth centiuy. 

According to the sacred books of the Hindus there were origin- 
ally only four castes, concerning the origin of which there is this 
interesting myth. The Brahmans, or priestly caste, proceeded 
from the mouth of the great god Brahma; the Kshatrias, or war- 
riors, from his arms; the Vaishyas, or farmers, sprang from his 
thighs, and the Sudras, or laborers, from his feet. This explana- 
tion is commonly accepted by the masses of Hindus. 

Scholars trace the origin of caste to an ethnical basis. When 
the Aryans poured down through the passes of the Himalaya 

1 . What effect is likely to issue from the fact that the governing class 
in a country like India is foreign to the soil? 

2. How did England get possession of India? 

3. What has been the English policy with regard to native customs? 

4. What customs of bujdng and selling do you know in which our 
storekeepers differ from those of other nations? Bspedally striking 
examples can be found by contrasting our practices wfth those of Ori- 
ental tradesmen. 

5. What is the status of women in a family in India? 

6. There are occidental religious ceremonials which in form are not 
unlike that which purified the Hindu family. What is the symbolism 
in these occidental practices? 
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Mountains from their ancient home in the highlands of central Asia 
and emigrated to the plains of India, they found inhabiting the 
land dark-colored aboriginal races, whom they quickly subju- 
gated. These aborigines became their servants and formed the 
fourth caste, called Sudras; the three upper castes mentioned, 
the priests, warriors, and farmers, belonged to the conquering 
Aryans. These divisions were quite natin"al for the three primi- 
tive occupations of the Aryans were fighting, cultivating the soil, 
and worshipping the gods. This last occupation was considered 
the most important; hence the Brahmans or priests have always 
been held in highest reverence. 

EXTENSION OF THE SYSTEM. 

As the Aryans spread through the land and the requirements of 
life became more complex, innumerable divisions and subdivi- 
sions arose, and thus thousands of different castes were formed. 
The aborigines in time imitated their conquerors and their different 
classes became castes. However, some of these jungle peoples, 
those whose habits or occupations seemed defiling, such as leather 
workers and eaters of carrion, were reckoned as imclean, whose 
touch or even shadow was polluting. They became the unclean 
castes. Of these untouchables there are now nearly 60,000,000 
and their numbers are rapidly increasing. Among them are now 
petty farmers, weavers, shoemakers, tanners, and sweepers — all 
organized on rigid caste lines. It must be remembered that 
through all this complex system there is a distinct line of demar- 
cation between the clean and the unclean castes. 

1. Describe the Hebraic customs of purification, and contrast them 
with those of India. 

2. What is the doctrine of transmigration? 

3. What classifications of different grades of society are found in 
Greek history paralleling the classification of the peoples of India ? What 
in Roman history? 

4. The statement that the classes sprang from Brahma is called a 
myth. What is a myth ? What is its importance in enforcing a social 
custom ? 

5. From what territory did the Aryans come? 

6. What language did they speak? 

7. What is their relation to our race? 

8. Are there modem instances of class distinction between races? 
Consider our attiH:ude toward Indians, Orientals, and Mexicans, and 
the history of slavery in this country. 
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CASTE AN ESSENTIAI. PART OF THEIR REUGION. 

Caste is unlike any western social system in that it is an essen- 
tial feature of the Hindu religion. The different peoples of India 
are designated by their religion; thus a Hindu is an adherent of 
the religion called Hinduism. It is often asserted that these 
people are the most religious in the world. What is really meant 
is that they are of all people the most bound by traditional cere- 
monial practices. These ancient ceremonies and regulations 
govern not so much their character and religious belief as their 
social and domestic life. Implicit conformity to these customs is 
the very essence of caste, and no man can be a Hindu who does 
not conform to caste requirements. A Hindu may be a believer 
in Buddhism, in Mohammedism, or even in Christianity; he may 
be a theist, polytheist, a pantheist, or an agnostic, but the re- 
quirements of caste may not be ignored if he is to be permitted to 
remain in -the pale of Hinduism. 

Hinduism teaches that a man's condition in this life is unaltera- 
bly fixed by his conduct in previous existences. For example, 
the Brahmans argue that a child bom in a sweeper's family suf- 
fers that degradation as a result of evil in former lives. Hence, 
for a low-caste person to aspire to improvement in his lot is con- 
trary .to the decree of the gods and is irreligious. On the other 
hand, the Brahman himself deserves his high birth because of a 
noble past. 

CASTE DOMINATES THE DOMESTIC LIFE. 

The characteristic most conspicuous in an Americam home is 
its freedom. Not so in India; from the cradle to the burning 
ghat the Hindu's domestic life is regulated in minute detail by 

1. The lesson enumerates various types of religion. Find out some- 
thing about the history of Buddhism and Mohammedanism. 

2. What is the territorial distribution of these religions? 

3. In this war mention has several times been made of the declaration 
of a Holy War. What does that mean ? 

4. What have been some of the conspicuous cases of connection of 
religion with war in past history ? 

5. The text mentions various forms of belief. Define each of the 
terms. 

6. What is the attitude in America toward class distinctions based 
on heredity? 

7. What is the attitude of European nations on this matter? 

8. What is the burning ghat? 
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caste rules. The morning bath, the anointing of the body, the 
cooking of the food, the manner of eating, the cleansing of uten- 
sils, the worship of the idols, and the style of clothing are all 
subject to its exacting regulations. The shape of a man's turban 
and the style of a woman's coiffure may designate their caste as 
surely as the marks applied on the forehead. Early marriage is 
insisted upon by many castes, and all marriage rites, ceremonies, 
and feasts are carefully guarded. Marriage must be strictly 
within caste bounds. Owing to contact with western civiliza- 
tion, in some parts of India many of the caste observances are 
being relaxed, but the marriage customs remain as rigid as ever. 
It is the last great stronghold of caste. 

CASTE CONTROLS SOCIAI^ AND COMMUNITY LIFE. 

In America society tends to divide itself along the lines of wealth 
and culture, but in Indian society there is no such consideration. 
There may be both rich and poor in the same caste ; there may be 
both learned and ignorant, but these are bound together by a 
common birthright. They are as of one family, of the same 
interests and bound to help each other. 

To some extent this fraternity of interests has alleviated the 
condition of the poor in the better castes. However, for the 
most part each caste thinks only of its own welfare, and* it is 
utterly unmoved by the needs and sorrows which other commu- 
nities may suifer. Owing to this heartless caste exclusiveness, 
the English language is hardly sufficient to describe the degrada- 
tion of the 60 million outcasts or untouchables of India. None 
seem concerned about their uplift. 

1. Reference is made in the text to the distinctions in American 
society. Give examples of such division. 

2. Contrast them with the Indian castes in point (a) of permanence, 
(6) of importance to the individual, and (c) of importance to the social 
system. 

3. The American school is often referred to as the great means of 
democratizing our people. Show how the school does its work of break- 
ing up class distinctions. 

4. The schools of Europe corresponding to our high schools charge 
tuition. What effect is that likely to have on the influence of those 
schools? 

5. Are there any tendencies in American life which cause a boy to 
follow the calling of his father? How strong are these tendencies? 

6. By way of contrast with the Indian castes, what is the basis of 
organization of our trade guilds ? 
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According to Government rules a child of any caste may be 
admitted to the public school, but the higher-caste students and 
teachers frequently make it so uncomfortable for the lowly child 
that he is often forced to give up his chance for an education. 
Primary schools are provided in every large town and city for 
children of the imtouchables, but no such provision is made for 
the intermediate and high school grades. 

If this invidious -distinction were confined to the school, it 
would be bad enough, but the truth is that the low-caste man 
finds himself handicapped at every step of the journey of life. 
The mail carrier will throw his letter on the ground; the high- 
caste judge will exclude him from the court room; the petty 
oflScials illegally exact forced labor from him; he must crowd to 
the side of the street as the high-caste man passes by. He can 
not get a drink of water from the public well ; and when pestilence 
sweeps through his village he is left to die on the roadside, un- 
touched by the high-caste passer-by. The Government does not 
sanction this persecution, but it is powerless to prevent it in the 
face of relentless caste. 

INDUSTRIES INFLUENCED BY CAStE. 

Caste commonly determines the trade of the individual. This 
is not invariably true, but is usually so, because nearly all the 
vocations of life are organized on caste lines. For example, there 
is a tailor caste, a goldsmith caste, a washwoman caste, a 
barber caste, a potter caste, and so on. 

This organization of labor has through the centmies taken the 
place of trade guilds and labor unions and has done much to 
protect the interests of the various industries of India. On the 
other hand, it has done much to impede industrial progress. 

Western ways are making some progress in the face of this 
rigid system, but only slowly. It is perhaps one of the most 
striking examples in the world of a rigid, persistent scheme ol 
social control. 
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LESSON A-17. AMERICAN MINING LAW.^ 

To trace a law to its remotest origins is an impossible task. 
The practices of a civilized commtmity have gradually been 
developed from earliest times. When a commtmity enacts a law, 
it is merely e^ipressing in a formal way a principle which has long 
been in operation. This process usually goes on gradually and 
one loses sight of the fact that law originates in practical adjust- 
ment. There is one interesting historical example, however, of a 
system of laws now in operation in this country which was put 
together on so large a scale and at so exact a date that it exhibits 
very clearly the way in which laws originate. The so-called 
American mining law, which was enacted by Congress in 1866 
and in 1872 in substantially the form which it has to-day, was 
derived directly from certain rules and practices set up in 1848 
to 1 85 1 by the people who went to California to mine gold. 
There was at that time no established system of laws which 
controlled the mining of the precious metals. The miners 
adopted rules which afterwards became laws with little or no 
modification. We may trace the development of these practices 
in the history of that period. 

CAUFORNIA COMES INTO THE UNITED STATES. 

As a result of the War with Mexico the United States acquired 
an area embracing California, Nevada, Utah, and parts of Ari- 
zona, Colorado, and New Meicico. The treaty of Guadalupe 
Hidalgo, under which this vast extent of land was acquired, was 
concluded February 2, 1848, and proclaimed July 4, 1848. On 
January 18, 1848, and therefore just before the treaty was con- 
cluded, John W. Marshall discovered gold at Coloma, Cal., though 
for some little time he was not sure of that fact. At that time 
the Mexican laws relating to mining were in force, but after the 
treaty of Guadalupe Hidalgo was concluded Col. R. B. Mason, 
the United States military governor for that region, issued a pro- 
clamation on February 12, 1848, which declared that ''from 
and after this date the Mexican laws and customs now prevail- 
ing in California relative to the denouncement of mines are hereby 
abolished." By the time, therefore, that the discovery of gold 

^This lesson was prepared by George P. Costigan, jr., professor of law, Northwestern 
University. It shows how laws are derived from customs. It deals with the one 
clear example o^ common law the creation of which falls within the period of Ameri- 
can history. 
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was verified and the news of the discovery was spreading, the 
Mexican laws were at an end so far as the military governor's 
proclamation could effect that result, and there was no Federal 
law relative to gold and silver mining to take its place. 

PROSPECTORS CLAIM THE RIGHT TO FREE MINING. 

It was several months after the actual discovery of gold 
in California before the rush of prospectors and adventurers 
began. From the very first, however, those who came for gold 
insisted that they were entitled to take it regardless of whether 
the United States owned it and, after California became a State, 
regardless of whether the State of California or the United States 
owned the right to the minerals as sovereign successor of Mexico. 
Though they were technically trespassers upon the public domain, 
they insisted that they had a right to be there and to take the 
minerals found by them. In Jime and July, 1848, Col. Mason 
made a trip through the California gold fields and at that time, 
because he had not enough troops under him to do anything 
else, decided to yield perforce to the doctrine of free mining. 
On August 17, 1848, he reported upon his trip to the Adjutant 
General of the United States Army as follows: 

The most moderate estimate I could obtain from men acquainted 
with the subject was that upward of 4,000 men were working in the 
gold district, of whom more than half were Indians, and that from 
$30,000 to $50,000 worth of gold, if not more, wag daily obtained. The 
entire gold district, with very few exceptions of grants tnade some 
years ago by the American authorities, is on land belonging to the 
United States. It was a matter of serious reflection with me how I 

1 . Give a number of examples of customs which are binding on mem- 
bers of the community, but have never been enacted into law. 

2. Show that there are certain customs in the school which control 
the members of the student body, but have never been enacted into 
law by the school authorities. 

3. In the matter of athletics show the distinction between common 
law and the rules adopted for games. 

4. How do the rules adopted in athletics arise? 

5. Get a description from some historical account of the way in which 
prospectors went to California in 1848. 

6. From this description discover what class of people went to Cali- 
fornia. 

7. What were the causes that led to the War with Mexico? 

8. Give a description of the progress of the Mexican War and of 
the grounds on which the settlement of that war was reached. 
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could secure to the Government certain rents or fees for the privilege 
of procuring this gold; but, upon considering the large extent of country, 
the character of the people engaged and the small scattered force at 
my command, I resolved not to interfere but permit all to work freely, 
unless broils and crimes should call for interference. 

MINERS WERE ORDERLY AND LAW RESPECTING. 

The 4,cxx) men working in the gold field in June ajid July, 1848, 
rapidly increased in number until there were several hundred 
thousand miners and others dependent on mining. Those who 
rushed into the gold field were not, as some people thmk, lawless 
adventurers, but in the main, law loving and law enforcing. 
Even when half were Indians, as was the case when Col. Mason 
made his trip to the field in Jime and July, 1848, they were law- 
abiding. In his report of that trip he stated: 

I was surprised to learn that crime of any kind was very infrequent 
and that no thefts or robberies had been committed in the gold district. 
All live in tents, in brush houses, or in the open air, and men have fre- 
quently about their persons thousands of dollars' worth of the gold ; and 
it was a matter of surprise that so peaceful and quiet a state of things 
should continue to exist. Conflicting claims to particular spots of ground 
may cause collisions, but they will be rare, as the extent of country is 
so great, and the gold so abundant, that for the present there is room 
and enough for all. 

The ideal condition thus pictured did not last, however, and 
early the miners foimd it necessary, in the absence ©f Federal 
and later of Federal or State regulations, to provide Miles for 
the location and retention of mining claims and even for the 



1. What is meant by the public domain and what is the extent of 
it at the present time? 

2. What are the conditions under which a citizen of the United States 
may acquire title to any part of the public domain? 

3. The Government frequently withdraws land, especially when it is 
rich in oil or mineral production. Why should lAiis be done and how 
can the mineral resources be made available for public use after lands 
have been withdrawn? 

4. Would there be any way at the present time of acc<nnplishing 
what Gov. Mason suggested in his report of 1848, namely, procuring 
rents or fees for the Government for the use of mineral lands? 

5. When did California become a State? 

6. Are the privileges of Indians under the United States law the same 
as those of other citizens? 
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punishiTAent of crimes. They early adopted the very eflFective 
system of miners' regulations enacted at meetings of miners in 
self-constituted mining districts and early recognized and en- 
forced through the district organization various customs which 
grew up in the districts. These regulations and these enforced 
customs, so far as they pertained to mining, were so reasonable 
and so fair to all as to call forth the highest praise from all who 
consider them. 

OPINION OF UNITED STATES JUSTICE. 

Of these miners* rules and regulations, and the relation which 
the act of Congress of 1866 bore to them, Mr. Justice Field, in 
his stmiming up of a case, said: 

The discovery of gold in California was followed, as is well known, 
by an immense immigration into the State, which increased its popu- 
lation within three or four years from a few thousand to several hundred 
thousand. The lands in which the precious metals were found belonged 
to the United States and were unsurveyed and not opened by law to 
occupation and settlement. Little was known of them further than 
that they were situated in the Sierra Nevada Mountains. Into these 
mountains the immigrants, in vast numbers, penetrated, occupying the 
ravines, gulches, and canyons and probing the earth in all directions 
for the precious metals. Wherever they went they carried with them 
that love of order and system and of fair dealing which are the promi- 
nent characteristics of our people. In every district which they occupied 
they framed certain rules for their government by which the extent of 
ground they could severally hold for mining was designated and their 
right to such ground secured and enforced and contests between them 

either avoided or determined. These rules bore a marked similarity, 

^ I  - —  

1. The statement quoted from Justice Field in the text is included in 
a summary of a court decision. In general, what is^the form of court 
decisions rendered by the courts of the United States? 

2. Can you quote any other decisions that have become of great 
historical importance? 

3. Where does one find these decisions recorded? 

4. What use do lawyers make of the summaries of court decisions 
in presenting their own cases? 

5. In the statement by Justice Field a number of different types 
of mining are referred to. Find out what these different kinds of 
mining are. 

6. How is title secured to land in regions that have long been popu- 
lated and surveyed? 

7. In a town or city what are the landmarks that can be safely 
followed in surveying for title to land? 
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var3ang in the several districts only according to the extent and character 
of the mines; distinct provisions being made for different kinds of mining, 
such as placer mining, quartz mining, and mining in drifts or tunnels. 
They all recognized discovery, followed by appropriation, as the foun- 
dation of the possessor's title, and development by working, as the 
condition of its retention, and they were so framed as to secure to all 
comers, within practicable limits, absolute equality of right and privi- 
lege in working the mines. Nothing but such equality would have 
been tolerated by the miners, who were emphatically the lawmakers as 
respects mining upon the public lands in the State. The first appro- 
priator was ever)rwhere held to have, within certain well-defined limits, 
a better right than others to the claims taken up, and in all controversies, 
except as against the Government, he was regarded as the original 
owner from whom title was to be traced. 

EXAMPLES OF MINERS* LAWS. 

The rules adopted by the miners in the various camps were 
frequently drawn up with great care and show a large intelligence 
on the part of the people who prepared them. Some examples 
may be borrowed from the rules of the Jacksonville camp in 
Tuoltunne County, Cal. Without attempting to reproduce all of 
the articles of these laws, the following may be quoted: 

Art. V. In the administration of law, both civil and criminal, the 
rule of practice shall conform as near as possible to that of the United 
States, but the forms and customs of no particular State shall be required 
or adopted. 

Art. VI. Each individual locating a lot for the purpose of mining 
shall be entitled to 12 feet of ground in width, running back to the hill 
or mountain and forward to the center of the river or creek or across a 

^— ^— ^ ■■—■■'■ —     ^^^a^ 1 I ■^^^■^M I  ,^ , .  m m m^m^—^^^^^^ ^^^^—   m — -■■■ . ^ 

1. What is the practice in ordinary courts with regard to decisions 
rendered in another State? 

2. Can you see reasons why the miners would definitely prescribe 
that no particular State law should be followed in their own decisions? 

3. Why do the miners* rules give such close attention to the matter 
of streams and their relation to claims? 

4. The principle that land must be worked in order to be held has 
been carried over into Federal legislation with regard to claims taken 
up in the public domain. Defend the principle that underlies this 
requirement. 

5. Why should a man be prohibited from holding several claims 
at the same time? 

6. With regard to the use of water in streams and the deflection of 
the course of a stream, what is the present general law of the country? 

7. What is the purpose of the article which relates to arrivals from 
a foreign country? 
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gulch or ravine (except in cases hereinafter provided for), lots com- 
mencing in all cases at low-water mark and running at right angles 
with the stream where they are located. 

Art. VII. In cases where lots are located according to Article VI, 
and the parties holding them are prevented by the water from work- 
ing the same, they may be represented by a pick, shovel, or bar until 
in a condition to be worked; but should the tool or tools aforesaid be 
stolen or removed, it shall not dispossess those who located it, provided 
he or they can prove that they were left as required; and said location 
shall not remain unworked longer than one week if in condition to be 
worked; otherwise it shall be considered as abandoned bv those who 
located it (exoept in cases of sickness). 

Art. VIII. No man or party of men shall be permitted to hold two 
locations in a condition to be worked at the same time. 

Art. IX. No party shall be permitted to throw dirt, stones, or other 
obstructions upon located ground adjoining them. 

Art. X. Should a company of men desire to turn the course of a 
river or stream for the purpose of mining, they may do so (provided it 
does not interfere with those working below) and hold and work all 
the ground so drained; but lots located within said ground shall be 
permitted to be worked by their owners so far as they could have been 
worked without the turning of the river or stream; and this shall not be 
construed to affect the rights and privileges guaranteed or prevent the 
redress by suit at law. 

Art. XI. No person coming direct from a foreign country shall 
be permitted to locate or work any lot within the jurisdiction of this 
encampment. 

The other articles relate to the appointment of proper officials 
to carry out these laws and to the punishment of criminal offenses 
against which the community had to protect itself. 

1. The tin mines in southern England were known in very ancient 
times. Find out something about the early history of these mines. 

2. The common law developed in these early English mines was 
doubtless carried over to California by men who had had experience in 
the English mines. Is it likely that these English miners knew in detail 
the English law or is it more probable that they carried the English law 
to California in the form of customs? 

3. From what source is it probable that the Mexican laws were derived ? 

4. What other organizations in America are based on the assumption 
described im the text that the common people have a right to legislate 
for themselves? 

5. What assumption underlies the organization of most of the European 
Governments with respect to the right of people to legislate for themselves? 

6. What other analogous cases can you give of rights that are acquired 
through discovery? 
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SOURCES OF MINERS' LAWS. 

The sources of these rules have been discussed by historians 
of the law. It has been suggested that many of the prospectors 
came from other countries where they had experience with the com- 
mon law of these other countries. Some of the principles which 
we find incorporated in the rules can be traced with a good deal 
of directness to the laws of Mexico. Some of the principles seem 
to go back to the tin mines of Devon ^nd Cornwall. Whatever 
the sources of the general principles, the great virtue of the system 
appears in the fact that these miners saw the necessity of regulating 
their ownership in land and adopted and enforced the best princi- 
ples that they could devise. One writer on legal history has 
pointed out the significance of these laws and their enforcement 
in the following terms: 

At first they constituted all the law there was upon the subject, and 
we have here a modem instance of an original congregation of the people 
creating the law required by their necessities upon the assumption that 
the right to legislate was inherent in the people themselves. They pro- 
ceeded upon the theory that the public domain belonged to the people; 
that the mineral therein was the subject of free, private acquisition as a 
reward for discovery and occupation ; and thus defied in effect the settled 
tradition and laws of other countries and the right of the United States 
as a Government to the mineral contained in its lands. 

PRINCIPLES OF MINERS' LAWS. 

Later experience showed the necessity of a modification of 
the principles laid down by the miners with regard to the right 
to follow a vein of metal underground from the point of its dis- 
covery to areas not covered by the original claim. In other 

 — — — — — — —   -  I 1 - —  

1. If a law does not represent the highest type of justice in a given 
situation, what is likely to be the history of its enforcement? 

2. What is meant by repealing an earlier law and what are some of 
the motives that would lead to the repeal of a law ? 

3. Can a court decision modify the law? If so, in what direction 
can this modification be made by the court? 

4. Is it right for a group of citizens to modify a law because they do 
not believe. that it is just? 

5. Does the city government or State government ever relax the 
enforcement of a law which is no longer applicable to a given situation ? 

6. Under what conditions is martial law declared in a given 
community ? 

7. What are the characteristics of martial law as distinguished from 
ordinary law? 
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respects the principles of the present law were the principles of 
the miners' practices. Five such general principles can be stated 
as follows: First, there shall be free mining, that is, those entitled 
to mine on the public domain shall do so without having to pay 
anything to the United States for the privilege, though they may 
purchase from the United States, if they so desire, the land mined 
and its mineral content. Second, priority of discovery gives 
priority of right if it is followed within the required time by acts 
evidencing an intention in good faith to utilize the ground for 
mining. Third, the ground intended to be claimed must be no 
larger than a specified extent and must be so marked as to notify 
subsequent prospectors just what ground is claimed and, in 
general, a notice describing the ground and its selection for mining 
purposes must be recorded for the benefit of such subsequent 
prospectors. Foiu-th, the ground can be retained for mining or 
against others seeking to acquire possession of it only if a certain 
amount of work is done annually. Fifth, if the annual labor is 
not done, or if the ground is abandoned by the prior prospector, 
the ground may be located by others. 

THE METHODS OP A PURE DEMOCRACY. 

The history of American mining laws gives a very vivid account 
of the way in which law in general is developed. As one writer 
has put the matter: 

This adventurous class of our people met, as their kinsmen and 
ancestors have always met, every emergency, with good sense, prompti- 
tude, and fairness, and from their actions resulted a set of usages and 
regulations known as the Miners* Common Law, or the Miners' Law of 
Right, which were inspired by such a keen sense of practical justice that 
they are found, upon analysis, to contain the best elements of the most 
carefully formed mining codes of the older world, and the best elements 
of the code finally enacted by Federal legislation. 

The reason wfiy these rules and regulations were so successful 
is found in the fact thus stated by the same writer: **The govem- 
rrent of the miners was in form a pure democracy, in which all 
were voters, lawmakers, and triers of causes by right." 
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LESSON A-18. LOCAL AND NATIONAL GOVERNMENTS.^ 

Perhaps one of the simplest ways of coming to an understanding 
of the nature of government is to study briefly how our National 
Government dififers from the governments of our States, and 
how these in turn differ from the governments of towns and cities. 
Every American is subject at the same time to both the State 
and National laws. If he lives in a city he is subject to a third 
set of laws commonly known as city ordinances. There is at times 
an apparent overlapping and even a conflict between these three 
systems of government. But at bottom there can be no serious 
conflict between them, and each has its part in promoting the life 
of the community and the individual. 

If one goes into the details of the matter, one finds for example 
that the United States Government pays no attention to an 
ordinary miu"der case. The local community and the State 
provide protection for citizens. 'However, the United States 
Government will take charge of a community if mtirder causes a 
riot which interferes with the carrying of the United States mail. 

ORIGIN OF THE NATIONAL GOVERNMENT OF THE UNITED STATES. 

If we study the history of the United States, we find how this 
distribution of government fimctions originated. 

The various colonies, which were the original communities in 
the United States, got their power to govern individuals and to 
define property rights from the charters granted to them by 
English sovereigns and by other European authorities. Each of 
the American colonies had certain laws which had been made by 
the governors and their coimcils. 

When representatives of the colonies came together after the 
Revolution for the purpose of organizing themselves into a nation, 
the question uppermost in their minds was that of adjusting the 
rights of the various colonies and their different systems of laws 
to the needs of the young nation about to be organized. The 
colonies were so jealous of each other in the early days of their 
independence that they were unwilling to consolidate into a 
closely tmited government. They tried at first to get on as a 
loose federation of States, each State retaining a large measure of 



* This lesson is not an attempt to describe any one of the governments of our 
country in detail. The teacher and the student should look up the description of 
the various forms of government in some book on civics. This lesson aims rather to 
give a general insight into the soiirces and the limitations of authority both on the 
part of governments as wholes and on the part of. particular officers. 
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independence. They thought of this federation as a kind of suc- 
cession of agreements. Each State was to be represented in the 
national cotmcil and was to do what it could for the Nation as a 
whole, but its agree nent was to be secured in every case before 
the Nation imposed upon it any obligation. 

A very few years of experience made it clear that there would 
have to be a strong central government or the union of States 
would break up through disagreements. Such a government was 
created by the adoption of a constitution. The Constitution is 
a written statement of the rights which shall belong to the National 
or Federal Government. The various States through their repre- 
sentatives conceded, for example, that no State should be allowed 
to go to war on its own initiative. War is so vital a matter to 
the life of a nation that action in regard to it must be harmonious 
throughout the country. Consequently, the war-making powers 
were vested in the central national authority. 

THE STATES AS THE ORIGINAL SOURCE OF CONTROI^. 

Many other examples could be cited, all of them illustrating 
the fact that the States gave over to the Central Government 
powers which originally belonged to them. They surrendered 
only those powers which they regarded as too broad for safe admin- 
istration by the single State. The United States Government as 
constituted to-day gets its authority from the Constitution. It 
can deal with matters only in so far as the Constitution gives it 
jinrisdiction over these matters. If there is any interest which is 

1. How many States are there in the United States and how many 
Territories ? 

2. How does the government of a Territory differ from that of a 
State ? 

3. What were the original States of the Union ? 

4. What was the method by which the later States came into the 
Union? 

5. What was the difference between the system of laws in the differ- 
ent colonies? Compare, for example, Virginia with Massachusetts as 
examples of such a difference. 

6. What evidences can you find in the histories that the colonies did 
not agree during the Revolutionary War in regard to all the policies 
adopted for the National Army ? 

7. What national assemblies preceded the assembly that adopted the 
Constitution ? 

8. When did the constitutional convention meet and who were some 
of its most important members? 
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not referred to in the Constitution, that interest remains under 
the control and jurisdiction of the States, and the laws relating to 
these interests must be enacted by the States. 

Education is one of the large interests which the States did not 
give over to the National Government. The educational ideals 
of the northern and southern colonies were so different from each 
other and so closely related to the religious interest of the people 
that it did not seem wise for the Federal Government to be charged 
with the responsibility of conducting schools. Our Nation differs 
from all other nations in its local control of the school system. 
European nations have a minister of education and have a school 
system which is in greater or less measure supervised in its course 
of study and in its general regulations by the Central Government. 
The United States, on the other hand, has no national control of 
education. 

This example, together with the earlier illustration in which it 
was pointed out that the State has full responsibility for the pro- 
tection of individual life, makes clear what is meant by the general 
statement that the National Government of the United States 
draws its powers to make laws from a Constitution agreed to by 
the separate States which were the original governing bodies. 

MUNICIPAL CONTROL. 

Turning from the relation of the State to the Federal Govern- 
ment, we may comment briefly on the relation between the 
State and a city government. Here again the State is the origi- 
nal source of power and right. A city gets its rights from a 
charter which is granted to it by the State legislature. When 

1. The Constitution of the United States is described, as a written 
constitution. How does this dififer from the unwritten constitution of 
England ? 

2. How can the Constitution of the United States be amended? 

3. What amendments to the Constitution of the United States are 
now under active consideration ? 

4. Mention some other matters over which the Federal Government 
has exclusive control besides matters of war, which are mentioned in the 
text. 

5. Mention a number of public matters over which the Federal Gov- 
ernment assumes no control whatsoever. 

6. What were the differences between the religious and the educa- 
tional views of the northern and the southern colonies? 

7. What is the attitude of the Government of the United States on 
religious matters? 
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people have grown numerous enough in a given region to need 
a more compact control than that provided by a village organi- 
zation, they apply to the legislature for the right to organize a 
city. The legislature does for the city what the Constitution 
did for the United States. It defines the way in which the city 
shall govern itself and the subjects on which the city may pass 
laws and regulations. For example, city charters always pro- 
vide that the city may organize a police force to be responsible 
for order on the street and in public meetings. Charters provide 
that the city may take steps to provide water and light and 
transportation for its citizens. These are called public utilities. 
The control of municipal utility systems, when once granted by 
the city charter to the city government, passes out of the hands 
of the State, except in such general respects as are reserved to 
the State by the charter, or until the State chooses to resume 
control. The charter of a city usually does not allow the city 
to tax itself indefinitely for its public utilities. It is important 
that a limit should be set on the amount of money which can 
be raised by a city for its utilities, because the State must draw 
from the inhabitants of that city a tax for the support of the 
State. The State therefore protects itself by putting a limit on 
the amount which a city may collect in taxes and may spend in 
meeting local needs. 

UMITED SYSTEMS OF GOVERNMENTAl, CONTROI^. 

The United States Government on the one Jiand and the city 
on the other hand are limited forms of government. One can 
exercise functions only within the limits of the Constitution, 

1. What is the ordinary form of city government? 

2. In recent times the effort has been made to simplify city govern- 
ment by the adoption of so-called commission forms of government. 
What are these more recent forms? 

3. What officers of the county correspond to the police officers of the 
city? 

4. What authority does the county or township have in governing 
a community ? From what sources does it derive these powers ? 

5. What advantages to the community can you see in delegating 
the control of local public utilities to the citizens who make use of these 
utilities ? 

6. Does the Federal Government ever take charge of any department 
of the city government; for example, the health department or the 
policing of any part of the city? "^ 
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and the other within the limits of the charter granted by the 
State legislature. The State is much broader in its powers. 
It was the original source of governing power, and as such is 
responsible in a broad way for the control of all of the activities 
of its citizens not explicitly surrendered to the National Gov- 
ernment or to the chartered municipalities, and the latter may 
be resumed at any time unless forbidden by the State constitu- 
tion. 

DISTRIBUTION OF POWERS. 

Within each of the types of government thus outlined there 
is again a distribution of powers which became necessary the 
moment the commimity began to enact and enforce laws. If one 
goes back in his thinking to the period when government was 
of the military and autocratic type, one realizes that the power 
of the king included both the power of making laws and the 
power of executing them. Indeed, the king usually exercised 
the third power which we recognize in the government, namely, 
that of passing judgment in cases. The king was lawmaker, 
judge, and executor. As communities have grown, people have 
insisted that there be a distribution of powers so that no one 
can exercise unlimited authority over the commimity. 

LEGISI^ATIVE, EXECUTIVE, AND JUDICIAI^ POWERS. 

The mode of government which has come to prevail through- 
out the United States is one which divides the powers of govern- 
ment into three classes. These are legislative, executive, and 
judicial. In the United States Congress with its two Houses 
passes laws. The President and the officers who are responsible 

1. Mention some changes in industrial practice which call for new 
types of legislation on the part of the State. 

2. Who can initiate the enactment of a new law in the State? in the 
city ? in the Nation ? 

3. Can any interested citizen influence legislation directly? Describe 
the methods by which any influence that he has may be exerted. 

4. What types of government exist in the world that are entirely 
different from our own? 

5. Describe a number of phases of government activity which belong 
to the lawmaking branch; to the executive branch; to the courts. 

6. Show that the division of functions in the Government is not 
absolute, in other words, that there is an overlapping, so that the same 
public officer sometimes acts in one capacity, sometimes in another. 
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directly to him see to it that these laws are made efifective. If 
any question arises with regard to the interpretation of the law 
or the validity of the acts of the Executive, these are submitted 
to a tribunal of judges created for the purpose of listening to 
cases and deciding on them. 

The form of government in the States is similar to this general 
form of government adopted for the Nation. The governor and 
lieutenant governor in a State stand somewhat in the same rela- 
tion to the State government as does the President to the National 
Government. There are State courts which can pass on matters 
that fall within the scope of the State laws, and there is also a 
legislative body which represents the people in enacting laws. 

In a city a similar type of government usually appears. There 
is a mayor who has executive powers and appoints the officers 
who execute the laws. There is a council which passes ordinances 
or city laws within the limits of the city charter, and there are 
certain municipal courts with jurisdiction over small suits and 
minor infractions of law. 

PARTY ORGANIZATIONS. 

The machinery of our Government which has been sketched 
up to this point does not include one important element, namely, 
the political parties into which voters are organized. These 
political parties are voluntary organizations of citizens designed 
to express certain fundamental differences of view with regard 
to the kinds of laws which should be adopted and the ways in 
which the Government should be administered. They con- 
stitute the means of carrying on public debate. Each political 
party espouses a certain political principle or group of princi- 
ples and devotes itself to making converts in order that the 
Government may, by its choice of officers, adopt the principles 
advocated by that party and enact them into laws. 

1. How are the officers of the different branches of the Federal Gov- 
ernment chosen? Show especially the difference between the creation 
of a Federal court and the choice of members of the lawmaking body. 

2. Following the matter referred to in the last question somewhat 
further, can you show why it is desirable that the judges of the United 
States should be chosen differently from the lawmakers ? 

3. With regard to the term of office of the different types of officers, 
what are the differences and what are the reasons for these differences? 

4. The statement is frequently made that the Executive in our National 
Government has in recent years enormously increased in power. Can 
you see reasons why this shotild be so? 



LOCAL AND NATIONAL GOVERNMENTS. 159 

The influence of parties on the whole is useful both in educating 
public opinion and in keeping a restraining pressure on the party 
which is in power at any given time. But the influence of parties 
sometimes works harm. One glaring example of this appears 
in the fact that very often parties do not distinguish between 
national and local issues. The great political parties are formed 
on the basis of issues that relate chiefly to the National Govern- 
ment. Perhaps the best known example of this fact is the long 
controversy between the Republican and Democratic parties 
on the matter of the tariff. The question whether goods brought 
into this country from other countries shall be heavily taxed as 
a means of deriving revenue for the conduct of the Government 
has been discussed with such vigor and for so many years that the 
terms Republican and Democrat mean to most people attitudes 
on the matter of the tariff. 

The lines of party division which are clearly marked on this 
national issue are very commonly carried over into State and 
municipal elections which have nothing whatsoever to do with the 
tariff. When a city council has to be elected, the issues that are 
involved may be only those which relate to public utilities in the 
city and to proper housing arid sanitation. There is no reason 
for a division of votes on these mimicipal questions along lines 
determined by debates on the national problem of the tariff. Yet 
the distinctions between national and municipal government, 
which are clear enough when we study the history of these govern- 
ments, are lost to view, and voters hold to their party affiliations 
and as a result very frequently are led by their affiliations to vote 
quite tmintelligently on municipal matters. 

Another danger is that party organization will become corrupt 
because it is somewhat informal. The Government is checked by 

1. What is a party platform and what is a party convention? 

2. What are the leading principles advocated by the Democratic 
and Republican parties? 

3. The party system is said to furnish a very wholesome check upon 
those who are in power at any given time. Show how this is so. 

4. Enumerate some of the issues which ought to be of leading im- 
portance in a city election, but are wholly outside of the interests of 
the national parties. 

5. Political bosses sometimes get control of party organization. 
How does this come about and what is the importance of such an 
influence for our democratic government ? 

6. What are some of the methods that are employed in promoting 
general intelligence with regard to political matters? 
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constant publicity in its action and by the fact that anyone 
suffering a wrong can take it to the courts. Party organizations 
are much less accessible to the correcting influences of publicity 
and review of their acts. The evils which have grown up through 
party organization have in recent years been corrected in some 
measure by legislation which has defined more fully the place of 
parties in public life and the methods by which they may operate. 

RESPONSIBILITY FOR INTELLIGENCE IN A DEMOCRACY. 

Enough has been said to make it clear that government and 
laws are matters which grow up through the efforts of the com- 
munity to set up a social organization that shall protect rights 
and distribute responsibilities. Laws and the forms of govern- 
ment are the devices adopted by the community .to regulate social 
relations at those points where experience has shown that the 
greatest dangers to community harmony lie. 

In a country where the government is constantly referring its 
problems back to the citizens for decision by popular vote, it 
is especially important that everyone make himself intelligent 
with regard to the character of th^ organization of the government 
and also with regard to the issues which are being dealt with in 
the laws that are enacted. Especially is it important that every 
citizen imderstand that government and laws are only part of the 
commimity life. The broader principles of justice and order 
which lie back of the government should be kept constantly in 
mind as the principles which must be more and more fully realized 
as governmental control expands and laws express more fully 
the best methods of dealing with community problems. 
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CUSTOMS, LAWS, AND FORMS OF GOVERNMENT. l6l 

LESSON A-19. ACTIVE CITIZENSHIP.^ 

The remark is often made that ** any city has as good a govern- 
ment as it deserves." It is one of those sayings that are both 
true and false. If it is taken to mean that our city governments 
have not always met the highest moral standards which we could 
set up and have not fully conformed to the highest standards of 
order, justice, and cooperation, then the remark is undoubtedly 
true. But if it is taken, as it too often is, to mean that the gov- 
ernment of our cities is on the same level as the intelligence and 
good will of their people and that with people like ours no better 
government can be expected, then it is very surely untrue. 

The fact is that government is only a partial expression of our 
community ideals. It is a mistake to suppress the ideals and to 
be satisfied with what is now at hand in the way of government 
organization. It is no less a mistake to forget that government 
has grown out of these ideals and can be made better by their 
further application. 

There may be said to be two main notions of the way to proceed 
in the handling of public business. One of them holds that the 
complicated business of government must be kept in the hands 
of men trained and competent to manage it; that the great mass 
of the public can not be intelligent upon such matters, and that 
for them to try to be is to invite confusion and to hamper the 
efficiency of the competent officials; that the business of the 
general public is to accept and respect the judgment of those 
properly in authority, and not to endanger the success of public 
administration by attempting to control it. It holds that wisdom 
in such affairs must necessarily come from above and not from 
below. This is, in general, the bureaucratic view and is exem- 
plified in such governments as that of Prussia. 

THE DEMOCRATIC VIEW. 

m 

The other theory holds that however true this may be in details 
and at a particular moment, in the long run wisdom must come 
from below and that it is our chief business to keep the sources of 
such popular contributions to government fresh and strong. It be- 
lieves that the only way to make our governments steadily wiser 

* This lesson was prepared by Frederick D. Bramhall, instructor in political science, 
University of Chicago. It shows that the duties of citizenship extend far beyond the 
requirement of obeying the law or voting at stated intervals. The citizen who would 
do his whole duty must inform himself with regard to public issues and must see to it 
that public officials are wisely selected and actively supported. 

66510*»— 18 11 
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and juster is to have as many as possible of the people whom they 
serve share actively in their management. It maintains that 
public oflBcials will in the long rmi advance most surely in wisdom 
and success by having as large a portion of citizens as possible 
constantly watching, criticizing, and influencing them; and that 
the intelligence of the mass of people, the only source of future 
wisdom, can be stimulated and broadened in no other way. This 
is, in general, the democratic theory and is the one which it is 
our purpose through this war to establish for the whole world. 

In this country we have definitely adopted the democratic view. 
That we have not always applied it successfully needs scarcely be 
said. In keeping om* governments close to the people we have 
so often allowed them to become incompetent and bungling that 
some have expressed the fear that incompetence is the necessary 
price of popularity. 

THE DEMAND FOR EFFICIENCY. 

In our grandfathers* day there was not much worrying about 
governmental incompetence because there was not very much 
that government was called on to do. To be let alone was what 
Americans wanted. To-day, on the contrary, and especially 
in the cities, there are thousands of things which we want our 
public servants to do. It begins to be a matter literally of life 
or death whether these things are well done, badly done, or neg- 
lected. More than ever before we are turning anxious eyes on 
the work of government and asking why it is not possible to 
combine to a greater degree true popularity in the guidance of 
public action and competent, honest workmanship in execution. 
And when one looks about at the real accomplishments of the past 
20 years there is no reason for being despondent over the out- 
look. 

1. What are some of the ways in which community ideals express 
themselves other than through government? 

2. Contrast the ideals of a government such as that of Germany 
with our own ideals. 

3. Give some of the reasons why government falls below the best 
ideals of the government. 

4. The new Government of Russia is extreme in its efforts to follow 
the wishes of the common people. Is it safe in all cases to accept the 
judgment of the majority? 

5. Is our Government a pure democracy? 

6. Would an army organized as a pure democracy be a successful 
organization ? 



ACTIVE CITIZENSHIP. 1 63 

WIDER PARTICIPATION IN GOVERNMENT. 

Of all the encouraging signs of the present day, perhaps the 
chief one is the great extent and growing scope of public activi- 
ties of citizens in adding to the effectiveness of higher ideals in 
governmental organization. It is the purpose of this lesson to 
call attention to the many ways in which private citizens are 
to-day making themselves part of the public intelligence of our 
cities. Through one or another of them, millions of our city 
dwellers are contributing to the better world of to-morrow, and 
getting in rettim what is one of the chief pleasures of life, the 
sense of a grip on big and significant forces and a share in generous 
issues. 

Let us pass by the formal and official responsibility of voting, 
stopping only to notice that we persist in the experiment of 
universal suffrage largely because we believe that to give men 
the right to vote is an indispensable means of making them see 
that they are a part of the common wisdom, and that we are 
now extending the vote to women for exactly the same reason. 
We shall pass by also such official responsibilities as service on 
jinnies, as witnesses, and the like, in order to come immediately 
to the voluntary organizations by means of which the individual 
citizen adds to his lone strength the forces of others pushing in 
the same direction. 

POUTICAL PARTIES AND NATIONAL ISSUES. 

It is a subject of frequent comment that city government is 
seriously affected in this country by the fact that the political 
parties which furnish the chief means of political discussion are 
organized along the lines of national issues. Once the party 
lines are laid down, the individual finds it very difficult to ignore 
them if he wishes to make his vote count. 

1. How much time should a citizen devote to the duties of citizenship? 

2. What is the diflference between the franchise in this country and 
some of the other countries of the world? 

3. Why does the text speak of universal suffrage as an experiment? 

4. Whose duty is it to serve on a jury? 

5. How is a juiy chosen? 

6. What is the theory back of a trial by jury? 

7. What kinds of cases are tried before juries? 

8. What are some of the city problems that are entirely independent 
of national issues? 

9. How do citizens go about organizing an independent party? 
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Men and women who are anxious to serve the city in which they 
live and to improve its government find it necessary at times to 
abandon altogether the affiliations with party which they find 
advantageous when they express themselves on national issues. 

The problem of improving a city becomes in many cases the 
problem of devising some means of freeing the city from the hold 
of a party organization which is altogether foreign to city prob- 
lems and often negligent of the city's best interests. The question 
is one of getting a means of influencing city government in the 
right direction in spite of the dead-weight of a. national party 
organization. 

THE ORGANIZATION OP MUNICIPAL PARTIES. 

People have tried three ways of making themselves count in 
city elections without tying themselves to a national party. 
First, they have organized independent city parties and nominated 
candidates to stand on a city platform. Some attempts have 
unquestionably done much good, both when they have been 
successful and when they have failed, in getting people to think 
straight on local matters. But it is always a desperate chance to 
defeat the organized and skillfully managed regular party ma- 
chines. If through enthusiasm and good leadership those who 
would emphasize city issues, have won, they have, hitherto, at 
least, without the cohesive power of patronage and spoils belong- 
ing to the regular parties, been unable to hold together for any 
great length of time and have soon lost to their better disciplined 
adversaries. 

FUSION MOVEMENTS. 

Second, people have tried forming separate organizations, ** good 
government leagues'* and "citizen's unions," and offering to 

1 . Wherein does an established political party have its strength ? 

2. What is meant by patronage and spoils? 

3. Are these legitimate assets of a victorious political party? 

4. The adoption of civil-service laws and rules of appointment is aimed 
at the patronage and spoils system. What is civil service ? 

5. What is a primary election? 

6. The primary is intended to break up illegitimate control of political 
parties. Show how. 

7. The nomination of candidates for office is an important step in any 
election. How are these nominations made? 

8. What were the deciding factors in the last election in New York 
City? 
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combine or fuse with either regular party which will come nearest 
to satisfying their, demands. The offices are then divided between 
the two. If they control enough members to turn the election, 
such associations may be very powerful and have achieved large 
results. Notable instances are various fusion movements in New 
York City. They suffer, however, from the necessity of com- 
promising with unsavory companions for the sake of support. 

NONPARTISAN ASSOCIATIONS FOR INFORMING VOTERS. 

Third, they have formed nonpartisan associations to study can- 
didates nominated by the regular parties, publish th<^ir records and 
qualifications, and recommend to voters the support of the best. 
Most successful of this sort has been the Municipal Voters' League 
of Chicago; others are the Civic Leagues of St. Louis and Cleve- 
land. 

There is no agreement as to which of these three plans is 
best. Evidently much depends on the immediate situation 
in the particular city. It is probably true that most of those 
who now follow the second or third device, fusion or nonpartisan- 
ship, hope that in time we may be able to have independent 
and significant city parties. 

ORGANIZATIONS TO STUDY RESULTS OF MUNICIPAL GOVERNMENT. 

Related to these associations, whose concern is with elec- 
tions, are others which make it their business to watch and study 
city governments, make suggestions for improvement, and keep 
the public informed. Sometimes this work is done by the non- 

1. What items in a candidate's record would help you to decide 
whether to vote for him or not ? 

2. In general the principle of publicity has often been declared to 
be the safeguard of a democratic government. What other forms 
of publicity than the publication of candidates* records could you rec- 
ommend ? 

3. One reason for publicity of the type described is the impossibility 
of each voter's knowing a long list of candidates. How many candi- 
dates are there on a regular city election ballot in your town or city? 

4. If you were in charge of a bureau of municipal research, what 
problems would you take up in connection with city streets? What 
in connection with city finances ? Schools ? Public charities ? Prisons ? 

5. When you had investigated any of these matters how would you 
get your findings before the people ? 

6. Why is it difl&cult to get a fair and scientific study of city govern- 
ment read by citizens ? 
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partisan organizations just mentioned, ciyic leagues, citizens' 
associations, and voters* leagues. In recent years, however, a 
whole series of special bureaus for this purpose, manned by ex- 
perts devoting their whole time to the work, have sprung up. First 
of them was the New York Btureau of Municipal Research, fol- 
lowed by similar ones in Philadelphia, Cincinnati, Chicago (Biu-eau 
of Public Efficiency), and many others. They have turned on 
the light effectively in many instances and many times have 
secured the cordial cooperation of city officials in bettering tradi- 
tional practices. 

Here should be mentioned "city clubs" — groups of men or 
women who maintain club rooms in order that they may feel 
the encouragement of frequently meeting together with a common 
interest in city betterment. They have no single specific pur- 
pose, but usually through committees and public discussions 
have an important influence on public thought and conduct. 

ORGANIZATIONS FOR SPECIFIC IMPROVEMENTS. 

We come next to a group of associations interested in some 
specific improvement in city government and using various means 
of keeping their particular piuposes before the public and urging 
their adopt on. Such are, for instance, the civil-service reform 
associations, commission government clubs, short-ballot organiza- 
tions, referendimi leagues, mxmicipal-ownership leagues, and 
many others. It is through such organizations that new ideas 
usually get their hearing. Some of the proposed reforms are 
ultimately adopted, others are rejected; but there can be no 
doubt about the value of the services of these associations in 
forming public opinion. 

1. Why should voluntary organizations of citizens study problems 
of city administration? Is this not the duty of the regular city officials? 

2. What is the commission form of government? 

3. What is the short ballot? 

4. What is the referendum? Where is it in actual operation? 

5. Find out who owns the water plant of your town. Who owns 
the street cars? Who owns the lighting system? 

6. Kind out some city where these are publicly owned and find out 
what is the result of public ownership. 

7. What devices do organizations adopt to get municipal reforms 
discussed? 

8. What charity organizations are there in your city? 

9. What are the advantages of uniting them into a single organiza- 
tion? 



ACTIVE CITIZENSHIP. 167 

ORGANIZATIONS DEALING WITH INTERESTS OUTSIDE THE 

GOVERNMENT. 

All these groups have to do with the machinery of government, 
its organization and personnel. After all, however, more people 
are interested, and rightly so, in city activities which lie entirely 
outside the scope of government and law. We have a multitude 
of charity organizations, in the large cities running into the 
thousands, good, bad and indifferent; in many cities all the more 
useful of them are linked in associated or united charities asso- 
ciations which act as clearing houses and agents of cooperation. 

Near these, but more interested in positive action than in 
charity, are such groups as the immigrants' protective league, 
juvenile protective association, legal aid societies, law and order 
leagues. With housing associations we find ourselves crossing 
into the field of public health where a whole series of other groups 
are at work: Infant welfare societies, visiting nurses' associa- 
tions, anti-tuberculosis societies, mental hygiene societies. • The 
general interest in education is represented not only by a growing 
number of parents* associations but in several cities by public 
education associations devoted to enlisting and guiding public 
thought upon the schools. There are playground associations 
and public art leagues and community music societies. 

Devoted to an interest in the physical arrangement and care 
of the city are also many neighborhood improvement associations 
and city planning societies. Finally, there are taxpayers' leagues 
and tax reform associations, studying those very directly inter- 
esting questions that concern the public charge on their members' 
purses. 

1. Why should there be a special organization to deal with immi- 
grants ? 

2. The board of education in many cities has taken up the problem of 
educating the immigrant. What kinds of education do immigrants 
need? 

3. What are juvenile protective associations? What are child-laboi 
laws? Why do parents ever need to be watched in their treatment of 
children ? 

4. What is a legal aid society? Do not all people know their rights 
within the law? 

5. What are loan sharks? Whom do these loan sharks victimize? 

6. Describe the need for each kind of organization noted in the text. 

7. What are the special problems that are taken up by educational 
associations? 
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ASSOCIATIONS WHICH OCCASIONALI^Y DEAt WITH CITV Al^i^AiRS. 

All these are groups directly concerned with various special 
kinds of public activity. To complete our list of organizations 
through which the individual citizen multiplies his influence upon 
his city government, we must notice those groups which, existing 
for other purposes, do nevertheless take an active part in those 
sorts of city activity which touch their interest and sometimes 
the broader interests of the community. Such are the chambers 
of commerce and boards of trade, labor unions, real estate boards, 
women's clubs, of various sorts, and, lastly, the churches. 

Through them all the active citizen speaks with more or less 
breadth of vision, more or less selfish bias, and greater or less 
effectiveness. Some of them are futile, some narrow and opin-' 
ionated; but, taken altogether, above th6 clamor of the mis- 
cellaneous voices, comes the chorus of an alert democracy. Every 
one shares in the habit of public activity and none need feel 
excluded from genuine public interest for lack of companionship 
and cooperation. 

DUTY OF ACTIVE CITIZENSHIP. 

It is in this general disposition not to accept passively govern- 
ment from above but to enter actively into efforts for city bet- 
terment that our main encouragement lies. To every citizen 
who takes his active part somewhere in the field of that contest, 
it matters not where, comes the satisfaction which is quite lost 
to those who attend only to their private business. There are 
some words of William James that express this call to public 

activity : 

These, then, are my last words to you: Be not afraid of life. Be- 
lieve that life is worth living, and your belief will help to create the fact. 
The " scientific'* proof that you are right may not be clear before the 
day of judgment * * * is reached. But the faithful fighters of 
this hour * * * j^iay turn to the faint-hearted who here decline 
to go on, with words like those with which Henry IV greeted the tardy 
Crillon after a great battle had been gained: "Hang yourself, brave 
Crillon! We fought at Arques, and you were not there !'* 
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Chapter VT. 
BUSIHESS ORGANIZATION AND NATIONAL STANDARDS. 



The first lesson of this chapter shows how business organization develops into a 
large community undertaking and how at each stage private and public control unite 
to make such organizations effective as agencies of production. The financial and 
intellectual resources of few individuals are sufficient to handle alone the large-scale 
enterprises demanded by modem business conditions. The partnership is the simplest 
form of combination of resources, and that was enough for nearly all the business that 
was conducted in this country up to fifty years ago. With increasing tendency to 
concentration the corporation came into use. Then combinations of corporations, or 
trusts, appeared. All business and industrial experience has shown that organization 
in large units is one of the greatest factors in efficiency. In the supreme need of the 
nation the greatest industry of the coimtry — ^the railroads — has been brought under a 
single head, and the tendency is toward still greater combinations under national 
control. 

Lesson A-21 describes the method by which money is raised for great industrial 
enterprises. Traffic in stocks and bonds is an essential feature in modem business 
organization, and the stock exchange is indispensable in modem business practice. 

Lesson A-22 shows the origin and function of commercial banks. Fixed capital 
may be raised by selling stock or issuing bonds, but those devices are not applicable 
to all the exigencies of business. It often happens that more money than the amount 
in hand is required for temporary use. The banks are a convenient source from 
which to obtain it. The funds which the banks lend consist largely of money depos- 
ited by other people. Those depositors may draw "checks" or orders against the 
money which they have deposited and the checks serve as a convenient method of 
paying debts. 

Lesson A-23 explains the service of money in modern life.' It is the medium of 
exchange which is used almost universally, and it is the standard of Values in all 
commercial transactions. The use of money and the money unit is so general that 
modem society is called a "money society." 



LESSON A-20. PRIVATE CONTROL OF INDUSTRY. 

By Leverett S. Lyon, 
Instructor in the University High School and School of Commerce and Administration of 

the University of Chicago. 

During the last days of December, 191 7, the Government of the 
United States took over the railroads of the country for the pur- 
pose of operating them during the period of the war. The con- 
gestion of freight had become so serious that the success of the 
American naval and military operations was threatened. The 
ordinary supplies needed by people in this country were also fail- 
ing to reach their destinations. One reason for the difficulty 
was that the railroads were short of fimds with which to pay for 
the upkeep and improvement of their rails, roadbeds, and build- 
ings, and to pturchase new cars and engines of which they were in 
need. The demands on the roads were greatly increased by the 

increase in traffic, and at the same time the Government was 
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borrowing huge sums of money from the people, so that it was 
difficult, if not impossible, for the railroads to borrow money 
without interfering with the Government's plans. So the Presi- 
dent of the United States, representing the people of the whole 
country, took over all the railroads, and provision was made that 
money should be supplied them by the Federal Government for 
the period of the war. The Secretary of the Treasury has esti- 
mated that $1,000,000,000 will be needed to put the railroads in 
efficient condition. There is also reason to believe that a better 
cooperation will result from the centralized control of the rail- 
roads. 

CONTROL OF FUEL. 

A few weeks later the Fuel Administrator, who had been appointed 
as an officer of the Federal Government for the period of the war, 
issued an order closing a large number of factories and public 
places of amusement and business in order that the railroads might 
be relieved of their extraordinary burden of carrying coal and in 
order that coal might be saved. This order called forth a loud 
protest from many people who were seriously interfered with in 
their business by the enforced holiday which the Fuel Administrator 
had declared. 

CONTRAST BETWEEN PUBLIC AND PRIVATE CONTROL. 

Both of these examples show the Government taking a hand 
very directly in the management of the country's industries. They 
also call attention by way of contrast to the fact that in ordinary 
times of peace the industries of the country are managed by a 

1 . What eflFect would an inadequate number of ships for carrying pro- 
duce to Europe have on the railroads of this country? 

2. Why is it not possible to meet a condition of congestion on the rail- 
roads by building more lines? 

3. Point out some of the reasons why private management of the 
various railroad lines would not meet the emergency as promptly as 
Government control. 

4. There is a commission of the National Government known as the 
Interstate Commerce Commission. What are the duties of this com- 
mission ? 

5. The railroads have for some time been complaining to the Inter- 
state Commerce Commission that they ought to have a right to charge 
higher rates. What bearing does the rate which the railroads can charge 
have on the physical condition of their lines? 

6. Show how the difficulties of borrowing money have increased. 

7. In what form does a railroad borrow money for its operations? 
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vast number of different people who are not officers of the Federal 
Government. A railroad has a president ; a theater has a manager ; 
and so on through the long list. The Government under ordinary 
circumstances leaves it to the president of the railroad to manage 
the affairs of the road and to the manager of the theater to conduct 
plays for the entertainment of the people who want to attend the 
performances. 

It is not true to say that in ordinary times the Government 
leaves the management of a railroad entirely to the president and 
of a theater entirely to the manager. The railroad must charge a 
fair rate, and the theater must take reasonable precautions to 
protect its audiences against fire, and in many other ways the 
railroad and theater must recognize the rights of those who accept 
their services. The National Government has for a long time 
exercised its authority in fixing railroad rates, and the State and 
city have had laws on fire and protection. 

In these and other like ways the Government has had a share 
in controlling industry. But the Government has left the details 
of management to those in immediate charge. 

CONTROL THROUGH BUSINESS ORGANIZATION. 

What are some of the ordinary forms of management? What 
is the management in charge of a railroad or a factory or a store ? 
If we can get a clear idea of the way industries are managed, we 
shall see that there is a vast deal of organization in this country 
which is not a part of the Government, but is intimately bound 
up with good government and the orderly development of society 
in all its activities. 



1. Describe the working of the fuel order in your community. 

2. The fuel difficulties of January were due in part to local conditions 
and in part to national conditions. Were the orders from national anJ 
local authorities different in the case of your community ? 

3. Could the National Government take possession of a tiain of cars 
loaded with coal ? 

4. What were some of the industries which were exempt from the fuel 
order and why were these industries exempt ? 

5. Show some points in which the National Government controls 
industry in times of peace. 

6. Discuss the reasons why it is desirable that the control of industry 
should remain in private hands. 

7. Did the fuel orders recognize differences between different parts 
of the country? 

8. If a stockholder is dissatisfied with the operation of a concern, 
how can be bring pressure to bear upon the officers? 
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A TYPICAL EXAMPLE. 

Let US take a single example of the way in which the manage- 
ment of a factory grows up under otu: modem industrial system. 
Some years ago a young man who was employed as a superintend- 
ent in a shoe factory decided that he would no longer work under 
the management of some one else, but would go into the business 
of manufacturing shoes on his own account. During his years of 
work as an employee he had saved enough money to buy a small 
building and the machinery necessary to begin work. He was 
accustomed to working with shoe machinery, and he found it easy 
to decide what machines would be best for a small shop and how 
to arrange them in the building. 

HE FOUND HE WAS A SPECIALIST. 

Before he could begin work it was necessary for him to buy raw 
materials for making shoes — leather for the vamps, soles, and tops, 
nails for *' pegging, " and thread for sewing. He found that he was 
not very well trained for making these purchases. His work of 
superintending in the shoe factory had taught him a great deal 
about working with the raw materials, but it had given him little 
information about the places from which the raw materials came or 
the prices which should be paid for them. It was only after a 
great deal of difficulty that he made satisfactory contracts to 
have raw materials delivered at his factory at certain times 
throughout the year. 

In procuring orders for the shoes he had even more difficulty 
than he had encountered in purchasing the raw materials. The 
work in the factory had taught him nothing about the methods 
by which shoes are taken from the factory to the wearer. 

1. Find out the history of some large business concern in your imme- 
diate neighborhood, and learn what stages of development it has passed 
through. 

2. Find out about some form of business which is equally efficient in 
a small organization and in a large organization. 

3. What in general are the reasons why a big organization is more 
efficient than a small organization? 

4. What are some of the dangers that arise in business organizations 
through increase in size? 

5. Congress has passed laws forbidding unlimited consolidation of 
industries. Why should there be objection to unlimited consolidation? 

6. What is the amount of capital controlled by some of the great 
corporations of the country? 
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ADDITIONAL^ CAPITAL IS NEEDED. 

The year was little more than half gone when this young busi- 
ness manager discovered that his funds were getting low. His 
shop and machinery, the ** fixed capital*' as business men call it, 
had been paid for out of the savings with which he set up his 
business. But the *' operating expenses'* or ** direct costs,'* such 
as light, heat, payments on raw materials, and the wages of his 
workmen, had to be met at regular intervals. On the other hand, 
payments from the merchants who had agreed to purchase his 
shoes would not come in until the shoes had been delivered to 
them. 

In this emergency this business manager went to a bank and 
asked for a loan. The banker, after making an investigation of 
the business and conducting an inquiry concerning the reputation 
of the manager, decided to grant the loan. With the money thus 
procured the shoe manufacturer was able to continue his business 
successfully until the end of the year. Then as the shoes were 
delivered and payments from the buyers came in, he repaid the 
bank. Upon going over his accounts he found that after all out- 
standing bills were paid there remained a small amount of money 
which he could call his own profits from the year's business. 

THE ADVANTAGES OF A PARTNERSHIP BECOME APPARENT. 

In thinking over his experiences of the year he realized that 
he had encountered many difficulties which might have been 
lessened if he had had a partner. He could not be both shop super- 
intendent and sales agent. He decided that he needed a partner 

1. Review the earlier lessons in which statements were made about 
specialization in modem industry. Make an analysis of some industry 
which you can find in your community and find out how many specialists 
there are in that industry. 

2. If one wanted to train himself to be a manager of an industty, what 
would be the best line of training to adopt? 

3. Carry out the discussion suggested in the last question by dis- 
tinguishing between the different lines of activity within some business 
organization. If a manager is to be chosen from one of these lines of 
activity within the industry, which one is most hkely to prepare him 
to be a manager? 

4. Mention some activities of a manager which are entirely different 
from those of any operator within the inHit^^try. 

5. When a business man asks for a loan at a bank, what is required of 
him before the loan is made? 



174 COMMUNITY AND NATIONAL UFE. 
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to sell the shoes he manufactured. If he could make such an 
arrangement, he could devote all of his own efforts to supervision 
of the factory and make sure that the shoes were made in the best 
least expensive way. 

A salesman for another shoe factory, who had accumulated a 
small savings account, seemed a desirable partner, and he was 
induced to join the business. The two men consulted a lawyer, 
who drew up for them a simple contract which stated in a general 
way the work to be done by each of them and the amount of money 
which each had invested. It was agreed that profits and losses 
arising from the business should be shared equally. 

The lawyer made it clear to them that the laws, sometimes of 
the National Government and sometimes of the various States, 
had been carefully drawn up to make it possible for men to form 
the types of business organization that would be most useful in 
carrying on their enterprises. He explained that one great pur- 
pose of government was to formulate the rules of the game by 
which men in business must be guided in their conduct. ** It is 
because there are such rules," said he, **that we are able to deal 
with one another with confidence." 

The lawyer said: 

In a partnership such as you men have formed, each partner becomes, 
as it were, the agent for the other. If either of you makes an agreement 
with other persons concerning a matter of business, both of you are bound. 
Furthermore, remember that each of you has put a certain amount of 
money into this business. If your firm, as your partnership is called at 
law, is not successful in its undertakings, you will be likely to lose this 
money. But that is not all. If your firm becomes indebted to anyone, 

1. Describe the methods employed by factories in securing orders 
for their goods. 

2. Among the devices employed is advertising. Look up the different 
forms of advertising in the papers, and see how many of them are the 
advertisements of factories and how many are advertisements of dealers. 
Distinguish between a dealer and a factory as a center of distribution of 
goods. 

3. Find out what are some of the laws which relate to partnerships. 

4. Since one partner is the agent of the firm, would it be possible for 
him to sell out the business without the consent of his partner ? 

5. Lawsuits are sometimes classified as civil suits and criminal suits. 
What is meant by a civil suit? 

6. What is meant by equity in law? Get an illustration of a case 
in equity. 

7. Most lawyers advise their clients to settle their difficulties outside 
of the courts, if possible. Why do they give this advice? 
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the creditor has a right to obtain, by a lawsuit, not only the money which 
you have put into the business but enough of any other money or property 
which either of you possesses to repay him. 

SPECIALIZATION PROVES PROFITABLE. 

The new firm was very successful. With each partner devoting 
his time to the field in which he was a specialist, substantial 
gains were made. At times there were disagreements about con- 
ducting the general affairs of the business, but more often the 
discussions of the two men resulted in better business policies 
than either would have formulated alone. Once during the first 
year it was necessary to borrow some money from the bank. On 
this occasion the banker was more ready to make the loan than 
he had been the year before. The business was now much better 
established, and the promise of two men, where each was Uable, 
made the banker more sure that the money would be repaid. 

THE BUSINESS OUTGROWS THE PARTNERSHIP TYPE OF ORGANIZA- 
TION. 

Each year the orders for shoes increased, and it began to be 
more and more difficult in the small shop to manufacture enough 
shoes to fill the orders. Finally, it became apparent to the 
members of the firm that they must enlarge the shop into a great 
factory if their business was to continue to grow. This would 
involve renting or purchasing more land, constructing a large 
building, purchasing a great amount of machinery, and hiring 
many more employees. 

"'■ ^■-■■■- -■-■ ■■laiiM ■■■■■! . ■■■■■■■■_■■■ , »i.y ^»^—   , ■. ^^m^^^^^m 

1. Why does a business corporation get its charter from a State 
rather than from a city? In this connection review an earlier lesson in 
the series which deals with the powers of the State and the city. 

2. Why are the items mentioned in the text required as the basis for 
granting a charter to a corporation? 

3. A business corporation is required to make some kind of a public 
report of its transactions. Show why the situation is different with such 
a corporation and with a partnership or a private business. 

4. Show why there is- a great deal more legislation controlling the 
activities of a large corporation than there is controlling the activities 
of a small privately owned business. 

5. In what denominations do business corporations sell shares? 
Explain the reason why the amount of a single share differs in different 
cases. 

6. What is meant by the statement that a man who owns 51 per cent 
of the stock of a company controls the company? 
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Each of the partners had saved some money from the profits 
of the business, but together they did not have nearly enough to 
make the changes desired. In this situation they again consulted 
their lawyer. He said at once: 

To enlarge the factory in the way which you describe you will need at 
least $100,000. The thing to do is to form a corporation. To do so is 
easy and inexpensive and should provide all the money that is necessary. 
If you do not object, I shall be glad to join you and look after the legal 
matters of the company. 

To begin the formation of a corporation we must secure certain blanks 
from the secretary of state at the State capital. These we must fill 
out, giving our names and addresses as incorporators, the name of our 
new company, the purpose for which it is formed, the principal place 
at which we shall transact business, the amount of money which should 
be invested to make it successful, the way in which this money is to be 
obtained, and some statements regarding the way the new company 
will be managed. After this information is filed with the proper State 
officers, we shall be given permission to get money by selling other people 
an interest in the company. • 

We shall divide the ownership of this shoe business into a thousand 
parts or shares. We shall represent each share with a piece of paper 
called a stock certificate. We shall offer the shares for sale at $100 
each. When all have been sold there will be a total of $100,000, which 
is the amount needed. Everyone who buys one or more of these certifi- 
cates has an interest in the new business. You men who have been 
operating the business as partners, of course, may exchange the shop, 
machinery, and materials which you have on hand for shares of stock. 
You may also purchase additional shares in the same way as anyone 
else. 

You may not have as much to say in directing the corporation as you 
had while your business was a partnership, because the ownership of each 

1. Why is the formation of a corporation more common in the case 
of industries carried on in the city than it is in the case of farming? 

2. Associations are sometimes formed among farmers for the sale of 
their fruit or crops. What is the difference between an association and 
a corporation ? 

3. Farmers sometimes organize a cooperative insurance company. 
How does this differ from a corporation ? 

4. The proposal has sometimes been made that the Federal Govern- 
ment grant charters of incorporation to business concerns. Do you see 
any objection to such action on the part of the Federal Government ? 

5. Farmers' associations have sometimes exercised a large political 
influence. Is there objection to the organization of farmers for political 
purposes? 
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share in a corporation such as we are forming carries with it the right to 
one vote regarding business policies. But if you men secure a majority 
of the shares, you will have a larger number of votes than all the other 
shareholders and can direct the new corporation as you please. 

It may seem to you that it will be difficult to get people who do not 
know us and who are unfamiliar with the manufacturing of shoes to 
invest money in our enterprise. I do not think there will be any trouble 
in this matter, however. A corporation differs sharply from a partner- 
ship in a very important respect. A creditor of a partnership may satisfy 
his claim from any property of any partner, but the owners of shares in a 
corporation are not liable personally for all of the debts of a corporation. 
They have what is called at law "limited liability." This means simply 
that if our business is unsuccessful, no stockholder can lose more money 
than he has paid for his shares of stock. It is because shareholders have 
this limited liability that people are comparatively willing to invest 
money in a corporation. These shares may be sold by their owners to 
anyone who wishes to buy them. This fact, which makes it easy for 
shareholders to withdraw their interest at any time, also encourages 
investment. 

THE NECESSARY CAPITAL IS SECURED THROUGH THE CORPORATE 

FORM OF ORGANIZATION. 

The partners decided to form a corporation and directed the 
lawyer to take charge of the matter for them. As soon as per- 
mission had been received from the secretary of state, shares in 
the new corporation were offered for sale. Many persons who knew 
nothing whatever about making shoes, but knew of the success of 
the factory, were very glad to invest some of their savings in the 
corporation. It was not long before all of the shares of stock had 
been sold. A meeting of the shareholders was then held, and it 

I. It has been said that publicity is the chief instrument in keeping 
business and public life pure. What is the meaning of this statement ? 

. 2. Considering the Government as a corporation for doing business of 
certain types, what is the difference between the Government as a 
business organization and a business corporation? 

3. The tendency evident in business is to consolidate capital and con- 
trol. Can you point out other tendencies toward consolidation in modem 
civilization ? For example, what are the facts with regard to centers of 
population? 

4. What are the dangers that attend consolidation of population ? 

5. What steps have been taken by corporations to counteract the evils 
that come from concentration in connection with their business? 

6. Why should the Civil War have marked a turning point in the 
matter of business organization? 
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was decided to elect the original manufacturer president of the 
corporation and to elect his partner vice president. Other officers 
were elected and a board of directors, composed of the officers 
and seven or eight other shareholders, was chosen. The board 
of directors had the power to direct all the affairs of the corporation. 
The business continued to be very successful. Every year the 
profits were divided among the shareholders, the amount going 
to each owner being in proportion to the number of shares owned. 

THE HISTORY OF BUSINESS ORGANIZATION IS EXEMPLIFIED IN 

THIS STORY. 

The history of this factory is typical of thousands of business 
organizations which have grown up during the past half century. 
There was a time when almost all businesses were conducted in a 
small way by individuals. In those days individuals used their 
own money for buying or renting the building in which their 
business was carried on; they used their own money for purchas- 
ing the necessary machinery, the raw materials, and for hiring 
employees. They found it possible to supervise, if not to per- 
form, all the operations of their enterprises. Although there 
were many partnerships and some corporations before that time, 
it was not until after the Civil War that the corporation became 
a common form of business organization in our coi:ntry. From 
1890 to the present, corporations have increased with especial 
rapidity, until now they are common even in small enterprises, 
and they are practically the only form of organization in conduct- 
ing such large undertakings as mines, railroads, banks, and manu- 
facttu-ing plants. It is estimated that there are now nearly a 
million corporations in the United States. 
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LESSON A-2I. BORROWING CAPITAL FOR MODERN 

BUSINESS.^ 

In the previous lesson we saw how a small business conducted 
by a single individual grew into a very large business organized 
in the form of a corporation. The growlh of this shoe factory is 
typical of what has been happening in nearly every line of business 
since the period of our Civil War. Most businesses of to-day are 
conducted on a large scale. Some of them, such as railroads, 
packing houses, steel plants, and automobile manufactories, 
employ capital amounting to tens and even hundreds of millions 
of dollars. A great number of others — there are perhaps 100,000 
corporations of this sort in the United States — have a capital of 
from $100,000 to $1,000,000. Indeed, there are comparatively 
few businesses to-day which do not possess a capital of at least 
several thousands of dollars. Everybody who goes through a 
large mine, factory, or mill is greatly impressed by the wealth or 
capital that is involved; and one commonly hears the remark on 
such occasions : " I certainly should like to have what that factory 
manager owns; yes, or even one-tenth of it." 

WHO OWNS A CORPORATION? 

The truth of the matter is that the envied manager seldom 
owns so much as one-tenth of the capital of the corporation which 
he manages. He may own even less than a himdredth part of it. 
There are usually a large number of owners called, as was stated 
in the last lesson, shareholders or stockholders. For instance, 
some of otu* great railways are owned by more than 100,000 stock- 
holders. Some of these stockholders own very small amoimts, a 
few hundred or a thousand dollars. * A few of them may own very 
large amounts of stock, but in the main the shares are widely 
held in comparatively small amoimts. 

The reason why modem businesses raise capital by selling stock 
to a large number of people was also made clear in the preceding 
lesson. One man alone usually does not have sufficient capital 
of his own to conduct a business on a large scale; indeed, it is 
seldom that even several partners have sufficient funds to develop 
a business large enough to obtain the best results. Those who 
organize these enterprises, therefore, seek to bring in a large num- 



* This lesson was prepared by H. G. Moulton, assistant professor of political economy, 
University of Chicago. It describes how capital is raised by the sale of stocks and 
bonds and at the same time shows how essential capital is to production. 
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ber of outside investors. The corporation, with its provision for 
limited liability, whereby a purchaser of stock is liable for debts 
of the corporation only to the extent of his individual holdings, 
has been developed as an easy means of acctmiulating the capital 
necessary for large business undertakings. 

THE SALE OF STOCKS DEPENDS ON CREDIT. 

It should be carefully noted that when a man buys stock in a 
given corporation he not only expects to get dividends on his 
investment, but he also hopes to get back his original investment 
if the corporation some day goes out of business. 

Although the shareholder has the right to vote on matters of 
policy, he usually knows so little about the business that he sel- 
dom takes the trouble to use this right. In practice, the typical 
shareholder leaves the management of the corporation to its ofl5- 
cers, trusting them to use both honestly and wisely the money he 
has loaned them. The officers and directors of the corporation 
are also shareholders, and they usually exercise their right to vote; 
it is the so-called outside investor who does not take the trouble 
to vote. 

People are willing to buy stock in a corporation if they have 
confidence that it will be efficiently and honestly managed. The 
honest and efficient corporation has what is known in the business 
world as credit; it can borrow capital at favorable rates. The 
dishonest or inefficient corporation can seldom borrow at all. 

1. What is the largest business in your community? Is it a corpora- 
tion? If so, find out the amount of stock and the amount of bonds 
which it has issued. 

2. Are most of the large businesses which you know about corporations 
or partnerships? 

3. Look up the statistics for some corporation and find out, if you can, 
how many stockholders there are. Find, also, how great a percentage 
of the total stock is owned by any one person. 

4. If possible, look at a certificate of stock ownership — a share — ^and 
see exactly what is written on it. 

5. When people hear of the great profits which corporations make, 
they should relate the profits to the capital invested. What per cent 
of profit do small businesses expect to make? Compare these expecta- 
tions with the legitimate expectations of big concerns. 

6. What are the annual expenditures of some railroad? What are its 
profits? 

7. Is the president of a railroad its largest stockholder? 
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THE DIFFERENCE BETWEEN STOCK AND BONDS. 

Besides selling stock, corporations* also raise funds by the sale 
of bonds. Let us see how these two forms of securities, as they 
are called, differ. Suppose a corporation has already expended 
$200,000 in the erection of a factory and that it needs $50,000 more 
with which to complete the building and equip it with the neces- 
sary machinery. Further sale of stock appears unwise, and the 
managers decide to sell $50,000 in bonds. I buy one of these 
bonds valued at $1,000. In what way does this bond differ from 
a share of stock ? In the first place, when I buy a bond I do not 
become a part owner of the corporation, but I become a creditor 
of the corporation; the bond is a debt of the corporation. The 
bond is a definite promise to pay me interest, say at 5 per cent, 
and to pay me back my $1 ,000 at some definite date in the future, 
say in 10 or 20 years. In the second place, it is more than a defi- 
nite promise to pay me interest and return the principal ($1,000). 
There is also an agreement that if the corporation fails to pay its 
bondholders either interest or principal, I, with the other bond- 
holders, may take possession of and sell part or all of the property 
of the corporation. This agreement is drawn up in definite legal 
form and is called a mortgage. The bondholders may foreclose 
on the mortgage, as the phrase goes, if interest and principal are 
not paid. 

It will be seen from the statement of the differences between 
bonds and stocks that the bondholder is more certain of getting 
a return of his investment than the stockholder; he has the first, 
or prior, claim on the earnings of the business. For this reason 
the bond usually yields a lower rate of return, but the bond in- 
vestment is more attractive to persons of limited experience and 
to those whose savings are so small as to make it especially ad- 
visable to invest them in safe or gilt-edged securities. 

1. If you wanted to form a judgment about the credit of a corporation, 
how would you go about it? 

2. There are a number of journals which publish financial pages of 
advice to investors. Look up one and see what kind of advice is given. 

3. If a new corporation promises abnormally large percentages on its 
stock, how does that affect your judgment ? Why ? 

4. Examine a bond and find out what the terms of the agreement are. 

5. How many different kinds of bonds can you find out about? 

6. Is it possible for a person to own shares in a company an# receive 
no dividends in a year? Does this always mean that business is poor? 

7. What would it mean if a business did not pay interest on its bonds ? 
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SALE OF SHARES TO ACQUAINTANCES. 

Having described the credit instruments — ^bonds and shares— 
which corporations issue for the purpose of raising capital, we 
may now show how these securities are marketed, that is, how the 
corporation as a borrower finds the individuals who have money 
to lend and how the necessary exchange of money for the stocks 
and bonds is accomplished. 

First, let us consider the marketing of stock. In the case of a 
small corporation which wishes to sell only a few thousand dollars 
worth of stock the process is simple enough. Usually a small 
group of men, all directly interested in the formation of the cor- 
poration, subscribe for the larger portion of the stock. A small 
number of others will be **let in,'' as the term goes. These are 
usually acqaintances who are known to have funds available for 
such a purpose. In such a case as this the marketing of the stock 
is simply an affair of personal relationship and is accomplished by 
direct conversation with friends. 

SALE OF SECURITIES THROUGH AGENTS. 

Where sufficient stock can not be sold among personal acquaint- 
ances the problem becomes more difficult. People who do not 
know the officials of a new corporation, and who know little of the 

1. Look up the newspaper reports on some corporation and find the 
difference in rate of sale of its stocks and bonds. 

2. Preferred stock dividends are sometimes 7 per cent; common stock 
dividends may be more or less than this amount. What is the difference 
between preferred and common stock ? 

3. Which would you rather own, preferred stock or common stock? 

Why? 

4. Which would you rather own, bonds or stock, either preferred or 
common ? Why ? 

5. Get hold, if you can, of a prospectus setting forth the attractiveness 
of a new enterprise. Read it over carefully and see if you are convinced 
that this enterprise is sound. 

6. Make a list of things that you would like to know about (a) the 
management of this new enterprise and (b) the character of the business 
itself. 

7. Why do people consider municipal bonds and Government bonds 
safer than many business bonds ? 

8. Wj^t effect does the safety of an investment have on the price paid 
for bonds? 
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prospects of success for such a corporation, must be convinced that 
it offers a good investment opportunity. A prospectus is usually- 
prepared which discusses the strong points of the enterprise; it 
enumerates the qualifications of the directors of the corporation 
and sets forth the many reasons why, in their opinion, this business 
is likely to prove a success. This prospectus is mailed to a list 
of persons who may possibly be interested. Salesmen often are 
employed to make a personal canvass of certain people believed 
to be possible investors. Various financial newspapers and 
magazines are often paid for advertising the corporation. 

A group of financial middlemen has also grown up who specialize 
in the business of marketing shares of stock. Brokers or dealers 
in these investment seciuities prepare an advertising folder 
setting forth the main facts about a number of attractive invest- 
ments which they are offering for' sale. This folder is mailed to a 
large list of clients or customers and to ** prospects." 

SPECIAI. AGENCIES FOR THE SALE OF BONDS. 

In the marketing of bonds we find still other types of financial 
middlemen. The best bonds are usually marketed through a 
series of institutions as follows: First, great banking corporations, 
sometimes called houses of first purchase, which undertake to 
sell the bonds in great quantities, or in blocks, as they are called; 
second, underwriters who temporarily advance the money so that 
the borrowing corporation can get the funds needed even before 
the bonds are purchased by the final investors; third, bond 

1. How does a broker get profit from his business? 

2. Therie are other kinds of brokers than those who sell securities. 
Describe some of them and tell how they make profit. 

3. The savings bank takes risks. Is this true? 

4. Why is it that the more speculative securities are not handled by 
the large bondhouses? Does the large bondhouse guarantee that the 
investment is safe? 

5. Is there any reason why you should prefer to put your money in a 
savings bank rather than invest it in bonds offered by a bondhouse ? 

6. An insurance company does two types of business. It protects 
a man's family in case of his death, and it is a sort of savings institution 
which enables a man to lay up funds for his old age. Which is more 
important, the investment or the insurance aspect of such business? 

7. Why should the Government be more rigid in its laws about banking 
than it is in its laws about other types of business organization? 



184 COMMUNITY AND NATIONAL LIFE. 

houses, which receive the bonds from the houses of first purchase 
and undertake to sell them to the final purchasers. These bond 
houses have lists of customers to whom they appeal with each 
new investment opportunity. Among their regular customers 
are (i) private individuals and business organizations, (2) in- 
siu'ance companies, and (3) savings banks. 

SAVINGS BANKS. 

In one sense the savings bank is not a final purchaser of the 
bonds, because it is investing, not its own funds, but those of its 
depositors. Many private investors who have never formed the 
habit of buying bonds put their money in savings banks, where 
they get interest at the rate of 3 or 4 per cent. With these deposits 
the savings banks buy bonds on which they receive 5 or 6 per 
cent interest, the difference in interest rate being the bank's 
source of profit. The reasons why so many people put their 
money in the savings bank at the lower rate rather than invest it 
in bonds at the higher rate are that they often distrust their own 
judgment about good investments, that it is simpler and more 
convenient, and that it is usually easier to get the money back in 
case of need. The law under which these banks are organized is 
strict in most States, and only high-class securities may be pur- 
chased. This furnishes further protection for the small investor. 
Finally, the person who has saved a few dollars could not invest 
to advantage because high-class securities usually come in denom- 
inations too large for such savings. The bank, by putting together 

1. It is sometimes said that the stock exchange is a gambler's organ- 
ization and performs no useful service. Do you think that this is true? 

2. Where would you be able to sell securities which you own if there 
were no such institution as the stock exchange? 

3. Do you suppose the constant buying and selling of stock and bonds 
on the exchange gives them a more definite and a better-known value 
than they would otherwise have? 

4. If you had some money to invest, could you tell anything about 
the chances for a good return on your investment by consulting the 
quotations of various bonds and stock exchanges ? 

5. Do you suppose that large investors are guided in their investments 
by the quotations of stock and bonds on the exchanges? Can you see 
any social importance in this? 

6. What are some of the foims of speculation which are carried on at 
the stock exchange? What is selling short? What is purchasing on 
margin? 
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the small savings of many people, can give them some of the 
advantages which large investors enjoy. 

THE STOCK EXCHANGE. 

There is still another financial institution, however, which plays 
a very important part in the process of marketing bonds and stock, 
one to which all the financial institutions and agencies we have 
been discussing are very closely related. That is the stock ex- 
change. The stock exchange is a place where brokers come 
together daily for buying and selling securities. Many kinds of 
bonds and stock are listed on the stock exchange; that is, they 
are permitted to be bought and sold there. For the poorer and 
more speculative securities there is frequently a so-called curb 
market outside the exchange building, where buyers and sellers 
meet from day to day and deal in secmities. Such curb markets 
are conducted under informal rules rather than under the definite 
formal regulations of the stock exchanges. 

The great importance of the stock exchanges in connection 
with the raising of capital lies in the fact that they enable a 
holder of a listed stock or bond to sell it at any time he desires. 
The ordinary investor is the more willing to buy bonds or stock 
in a corporation provided he knows that he can withdraw his 
investment when it suits his convenience to do so. But the 
corporation needs the funds permanently; it obviously can not 
pay the shareholder back at a moment's notice whenever he 
wants to use his cash in some other way. If the investor is to 
get cash for his bond or stock, he must sell to some one who 
wants to buy. The individual investor might write a hundred 
letters or so to various people, some of whom might possibly be 

1. When the Government has securities to sell, how does it get them 
on the market? 

2. What are some of the new methods adopted during this war? 

3. Is there such a thing as shares of stock in the Government? What 
about bonds? Explain the answer that you give. 

4. Watch the papers for a few days and find out what general move- 
ments take place in the stock market. 

5. When war broke out the stock market closed up. Why? 

6. The relations between the stock markets of Europe and of this 
country were often affected by differences in the time between Europe 
and America. Why should this be so ? 

7. There are some stocks that are worth a great deal but are not 
traded in on the exchange. Find out why. 
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willing to buy the securities when he wants to sell them. But 
such correspondence would be costly, and what is still more im- 
portant it would take time to sell bonds and stock by this method. 
The investor might have to wait weeks for his money when he 
needed it badly at once. The stock exchange offers an oppor- 
tunity for immediate sale. The investor may sell his securities 
there, with the aid of a broker, practically any day, for there are 
nearly always buyers at the exchange who are willing to pur- 
chase good securities at a favorable price. It is because he is 
thus able to withdraw his funds from a corporation at any time 
that he is willing to invest them. 

The stock exchange also serves another important purpose. 
Because it is a center of large buying and selling, it becpmes a 
center for information. Those who have money to invest and 
those who have shares to sell tiun to the exchange for informa- 
tion about the rate at which money can be had and about the 
standing of particular shares and bonds. The newspapers of the 
country devote a good deal of space to an announcement of the 
prices paid at the exchange for all the standard stocks, and 
business men watch the market prices of seciuities and use them 
as a guide in their business activities. 

Many people regard the stock exchange as. a mere gambling 
institution, but from what we have said it is clear that it performs 
a service of incalculable importance to the business world. 
Indeed, modem large-scale corporate industry would be impos- 
sible without organized markets for securities. There are evils 
connected with the stock exchange, it is true, but the good far 
outweighs the bad. The chief evil is that many people who are 
ignorant of the principles of investment and of the rules of the 
game attempt to speculate. This is almost certain to lead to 
their downfall. It is a game that only the expert can play with 
safety, 
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LESSON A-22. THE COMMERCIAL BANK AND MODERN 

BUSINESS.^ 

In the preceding lesson we saw how various forms of financial 
institutions aid the business man in raising a fixed capital. We 
may now discuss the service of the most important of all financial 
agencies — the commercial bank. Modem commercial banking 
began in England about the middle of the seventeenth century. 
If we begin our study by going back to that period, we shall be 
able to understand the present complex system of commercial 
banking much more easily. 

HOW THE GOI^DSMITH BECAME A BANKER. 

At that time the goldsmith was a man who had in his possession 
quantities of gold. He used the precious metal for making all 
kinds of works of art. Plate for the table was wrought out by 
hand in most elaborate patterns. Jewelry, was made for those who 
had wealth and could protect it. The homes of princes and rich 
merchants were decorated with the products of the goldsmith 
shops. In time, however, the goldsmith changed his profession 
from that of a worker in gold to that of a dealer in gold and other 
money. The business of banking originated with him. 

In order to understand the way in which the goldsmith became a 
banker let us imagine ourselves living in the times in which he 
lived. We must remember that there were no banks and few 
places of safety where gold could be stored. Suppose I am a gold- 
smith and have a strong box in which to keep my supply of gold. 
Mr. Smith, a merchant who lives next door, knows this fact and 
says to me one day: **I wish you would let me put my surplus 
cash in your safe until such time as I want to use it again. My 
strong box is not a very good one and I can scarcely sleep at 
night for fear that my money will be stolen." "Very well,'* I 
reply, "You may put your money in my safe and I will give you 
a receipt for the amount and agree to return your money to you 
whenever you desire it. Of course, I shall have to charge you a 
small fee for my trouble and risk." Mr Smith agrees to the plan 
and places $1 ,000 in my safe. 

A few weeks later Smith wishes to pay Jones, another merchant 
near by, exactly $1,000. To make the payment Smith would 

* This lesson was prepared by H. G. Moultpn, assistant professor of political economy, 
University of Chicago. It explains how commercial banks originated and shows 
how they contribute to the use of capital in business. 



1 88 COMMUNItY AND NATIONAL LII^E. 

have to withdraw the $i,ooo from my safe and carry it down the 
street to Jones's place of business. Smith remarks to Jones 
that he is afraid he may be robbed on the way, and even if he 
isn't, some thief is likely to learn that a considerable sum of 
money has exchanged hands and the receiver will need to guard 
it carefully. This gives Jones an idea and he replies, " I wonder 
if the goldsmith would not be willing to keep this money for me 
as well as for you. Let us go and find out.'* They come to me, 
and after listening to Jones's request I ask Smith for his receipt. 
Smith hands it to me and I tear it up. Then I write a receipt 
for the same amount and give it to Jones. By this simple method 
Smith has paid his debt to Jones and the money has remained 
all the while in my safe. 

HOW CHECKS CAME INTO USE. 

I soon improve on the method of transferring claims to money 
in my safe. The next time I give Smith a receipt for $i,ooo, 
which he deposits, I say to him: "Any time you wish to transfer 
this $1 ,000 to some one else all you need to do is to send that man 
to me with a written order for $1,000, whereupon I will deduct 
from yom* account $1,000 and pay him the cash or give him a 
receipt for the amount, whichever he prefers." A few days later 
Mr. Brown comes to me with an order from Smith requesting me 
to pay $500. I deduct $500 from Smith's account, leaving him 

1. Find some bank near your home and learn what kind of a bank 
it is. If there are several, learn about them. 

2. Define a commercial bank, a savings bank, a trust company, and 
a bond house. 

3. Some banks do several different kinds of business. Why? 

4. A commercial bank makes its loans usually on short-time promis- 
sory notes rather than on long-time bonds. What is the reason for this? 

5. '*! am a retailer of general merchandise. I buy on November i 
$3,000 worth of goods for sale during the holiday season." For how 
long a period of time ought my promissory note to the bank run? 
Why? 

6. "I am a farmer and I buy farm machinery costing $500 with 
which to grow and harvest my crops." For how long a time should 
the note to the bank run ? 

7. What will be the result if I show bad judgment in deciding how 
long my note ought to run? 

8. What is the form of note which the bank will want? 



THE COMMERQIAL BANK AND MODERN BUSINESS. 189 

a net credit of $500. Brown says he would like to leave his 
$500 with me, so I give him a receipt for that amount with a right 
to transfer it by means of a written order to anyone else. A 
month later Mr. Dixon comes to me with an order drawn by 
Brown asking me to pay him $300. I deduct $300 from Brown's 
account and open an account with Dixon for $300. 

The habit is rapidly growing of passing orders or checks from 
hand to hand instead of withdrawing the actual cash each time. In 
the course of a few years so many people have left their funds 
with me, and there is so much bookkeeping involved in keeping all 
the accounts straight, that I decide to give up my business as a 
goldsmith and devote all my time to taking care of this new 
business that has developed. I become a banker, pure and simple. 

HOW THE GOLDSMITH CAME TO MAKE LOANS. 

By this time I have $100,000 in my safe. Every day many 
people present orders or checks drawn by the different depositors 
against their respective accounts. To my surprise I learn that 
about three times out of four the man who presents the order does 
not withdraw cash, but instead asks for a credit account with me 
against which he can draw checks when he wishes to make pay- 
ments. Everybody remarks how much more convenient and how 
much less risky it is when one does not have to transfer the actual 
money. 

1. "I am a manufacturer of woolen cloth. I require $5,000 with 
which to buy the raw materials.'* If it takes three months to manufac- 
ture these raw materials and sell them, for how long a time should my note 
to the bank run? 

2. "I am a manufacturer. I need $5,000 with which to enlarge my 
factory." For how long a time do you suppose a bond issued for this 
purpose would have to run? 

3. When a man puts a note in the bank he is sometimes asked to get 
it indorsed. What is an indorsement? Why does the bank ask it? 

4. Banks make loans where they require the borrower to deposit 
some collateral security with the bank, in addition to the promissory 
note. What is collateral security? Of what is it composed? 

5. Look up in some history a description of the period in which gold- 
smiths flourished. 

6. Find out what a guild was. 

7. Some guilds became very rich. How? 



I go COMMUNITY AND NATIONAL UFB. 

I ponder over the fact that only once in four times does anyone 
ask for cash. I have $100,000 with which to pay $100,000 in 
claims against me, but I am never called upon to pay more than 
$25,000 at one time. Why not, therefore, loan $75,000 at interest 
and increase my profits. I try this and find that my ability to 
pay $100,000 is not impaired so long as I make short-time loans 
of a kind that are sure to be paid promptly when they fall due. 
So long as only one dollar in four is called for in cash a 25 per cent 
reserve of specie is all that is necessary. 

Finally, I get a new idea. Instead of loaning $75,000 of my 
cash, why not plan to keep the whole $100,000 as a reserve and 
carry on an interest-collecting business of my own? Twenty-five 
thousand dollars is to the $100,000 as $100,000 is to $400,000. If 
with a reserve of $25,000 I can carry $100,000 in claims for cash 
against me, why could I not with a reserve of $100,000 create 
claims against me equal to $400,000 ? I try out this idea. I loan 
$300,000 to business men. I give them credit accounts against me, 
and for the sake of convenience they write checks against these 
accounts rather than withdraw the actual money when they wish 
to make payments. I find that the people who receive the checks 
are no more desirous of taking away cash than were the people with 
whom I dealt before. Now, as formerly, one-foiuiii of the checks 
are presented for cash a^d three-fourths are deposited with me as 
credit accounts. Thus I carry a total of $400,000 and need only 
$100,000 actual cash with which to pay. Since most people prefer 

1. Find out from the financial statement of some local bank with 
with which you are familiar how they have used their funds. What per- 
centage has been invested in short-time promissory notes? What per- 
centage has been invested in stocks and bonds ? 

2. Are the borrowers from your local bank mainly local men or are 
they outside borrowers? 

3. From this financial statement find out how much cash reserve this 
bank has in proportion to its deposits. 

4. In case the bank needed more actual cash, how could it secure this 
cash ? 

5. Does the bank have some bank in another city from which it could 
borrow in case of need ? 

6. Does this bank do any business in collecting notes for individuals 
or for banks in other communities? 

7. What services does this bank perform for the business men of your 
community in addition to making them loans and taking care of their 
cash? 
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the credit account I am able to meet all claims with my cash 
reserve of 25 per cent of my outstanding accounts. 

I^OANS OF COMMERCIAL BANKS ARE OF SHORT DURATION. 

Commercial banks to-day make loans to business men amount- 
ing to billions of dollars annually. These loans are mainly for 
short periods, and business men use them largely for working 
capital rather than for plants and equipment. The modem busi- 
ness manager not only does not own all of his plant and equipment, 
but he does not even own all of the capital required to operate a 
factory or run a store; he borrows funds on short time with which 
to buy raw materials for manufacture and stocks of merchandise 
for sale. It is the function of the commercial bank to fufnish 
this working capital. 

THE BANKER AS A JUDGE OF BUSINESS ACTIVITIES. 

In the loaning of funds the banker has to exercise a great deal 
of judgment. If he loans to business men who are inefficient, or 
dishonest, or engaged in lines of business which are speculative in 
their natiure, he may find that his loans are not repaid at the date 
of maturity. There may be heavy losses involved, which reduce 
the banker's profits. Even slow payments are looked upon with 
disfavor by the banker because his ability to expand his own 
obligations as described above depends largely upon the certainty 

and promptness with which his debtors pay him. 

 ' III ^^— — .^-i^^^.^^— ^j^^ 

1. It is sometimes said that a banker is in a position to control the 
business of his community through his control of the purse strings. He 
can* make or break any business man. Do you believe that this is true ? 

2. Can a banker misuse his power with safety or would he in the long 
run lose out if he did not treat everybody fairly ? 

3. Do you think it is the duty of the banker to refuse to loan funds 
for an enterprise which he regards as of doubtful safety or which he 
thinks would not be able to repay its loans promptly when due? 

4. Would you loan funds to any business which you thought was not 
likely to be punctual in its payments and ultimately successful as to its 
earnings? 

5. The statement is made in the text that piomptness is an important 
factor in payments. What is the law in this matter ? 

6. What happens when a man draws a check against a bank but has 
no deposit or an insufficient deposit to meet the check ? 

7. Does a batik ever allow a patron to overdraw his account? Why? 
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The banker therefore makes a careful study both of the bor- 
rower and of his business before a loan is granted. Elaborate 
credit departments have been developed for the purpose of this 
study, and the banks succeed, in fact, in discovering with a good 
deal of certainty what business men and what businesses are 
likely to prove prosperous and are therefore entitled to financial 
aid. The banks control the purse strings and are thus able to 
guide or direct the expenditure of labor and capital into the fields 
of industry where it will be of greatest service to society. 

It should be added here that the commercial banks of the pres- 
ent time buy large quantities of bonds and thus aid and direct 
the growth of fixed capital as distinguished from working capital. 

COMMERCIAl, BANKS CREATE FORMS OF MONEY. 

There is one further function or service of the commercial bank 
which must be mentioned here. We have been speaking of checks 
or orders drawn against money deposited in a commercial bank. 
These checks are used to pay debts; they pass from hand to hand 
in exchanging goods, thus serving in lieu of the actual money 
which is in the bank. Besides these checks, promises to pay money 
are also issued in the form of bank notes. These pass as money 
everywhere in the channels of trade, and most people never 
think of them as being in any way different from Government 
money. Checks, however, pass from hand to hand only by 
indorsement. 

So convenient is this check currency that in the modem business 
world it has largely displaced money as a means of paying debts. 
In large business transactions cash seldom changes hands nowa- 
days. Even in the case of small retail purchases and sales the 
check is more and more taking the place of money. 
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LESSON A-23. THE SERVICES OF MONEY.* 

In the first lesson of this leaflet we saw how a man with a small 
amount of money began business in a shoe factory. We saw how 
he used first the partnership and then the corporation to increase 
available funds and thus give him control over more men, mate- 
rials, machines, and buildings needed in making goods. In the 
other preceding lessons it was pointed out that even the larger 
business organizations have not enough money to conduct their 
industrial affairs on the large scale which is now so common and 
that they must make use of borrowed funds; that is, they must 
ask for credit. We have also seen something of how borrowed 
capital, both for fixed expenses and operating expenses, is procured. 

MONEY SECURES CONSUMERS GOODS. 

The uses to which business men put money are by no means the 
only services which it performs. Perhaps the uses of money 
with which we are most familiar are those which are common in 
family life. The family uses money constantly in buying the 
goods it uses or consumes. A comfortable home can be rented or 
purchased with money. The butcher and grocer are glad to fill 
the larder with edibles in exchange for it. The owner of the 
clothing store provides clothing for the family that has money to 
offer him. A doctor's services can be employed, theater tickets 
can be obtained, books can be provided, and travel is possible 
for the family with money to exchange for the enjoyment of 
these things. 

MONEY SERVES AS A MEANS OF PROVIDING FOR THE FUTURE. 

A second use which the family makes of money is in saving 
for a rainy day or for old age. As everyone knows, the time 
may come when there will be no regular income which the family 
can spend in obtaining a place in which to live, or the things 
to eat, wear, and enjoy. The coming of old age brings such 
a time in many homes. There are at least two ways in which 
the family can provide for such a period. One way is to follow 
the example set by the bees and squirrels and store up supplies 

* This lesson was prepared by Leverett S. Lyon, instructor in the University High 
School and School of Commerce and Administration of the University of Chicago. 
The purpose of the lesson is to explain that we use a pecuniary scheme of calculation 
and how this method of calculation makes it possible to organize the activities of a 
xoodem community made up as it is of specialists. 
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enough to last through the hard times. The families of the 
American Indians adopted this/nethod in great measure. They 
stored many of the things they needed for food and clothing. 
Families in modem nations do not attempt to provide for the 
future in this way; they adopt the modem method of saving. 
It is much more convenient and easy to accumulate wealth 
in the form of money, and then, when the time of stress comes, 
use the money in purchasing whatever is needed. 

INVESTMENT VERSUS HOARDING. 

When families accumulate wealth they do not ordinarily hoard 
it merely by piling it up and hiding it until they are ready to use 
it. In some backward communities this is done, especially by 
persons who are too ignorant to know that there are better ways 
of storing money. It is this practice that gives rise to the stories 
one sometimes reads of thieves who dig in cellars, cut up mat- 
tresses, and tear up floors trying to find the hiding places of 
stored-up money. The intelligent family, instead of hoarding 
money, deposits it in a savings bank. Of course, the identical 
money which is put in a bank will not be paid back, but the 
family may demand an equivalent amount in the future. We 
have seen in an earlier study that the banker loans the deposits 
to business men and is thus able to pay the depositor with 
interest. 

1. The people of backward communities often trade or barter. Sup- 
pose a farmer wishes to exchange wheat for clothes in such a community. 
What difficulties may arise in making the exchange? 

2. Why are the grocer, the clothier, and the house owner all so willing 
to exchange their possessions for money ? Can they consume the money ? 

3. Why do people living in the country, especially in isolated districts, 
provide for the winter by storing large supplies in the cellar? Why do 
not people in cities follow the same plan ? What are the difficulties of 
such a plan as a method of providing for old age? 

4. What are the disadvantages of hoarding money? 

5. Would bu)nng Government bonds be one way of saving money? 
What is a Government bond? What can you learn of any other insti- 
tutions besides banks that will receive money and pay it back in the 
future? 

6. In an encyclopedia look up "insurance." In what ways do insur- 
ance companies aid in providing for the future ? 

7. When the United States Government needs money for supplies, it 
borrows very largely from the savings of the people. Show how this is 
likely to affect the business of the country both favorably and unfa- 
vorably 
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SOME FUNCTIONS WHICH MONEY PERFORMS FOR THE BUSINESS 

MAN. 

In his family life the business man uses money just as other 
members of his family do to buy the things he wants to consume. 
In his business dealings he needs money for puurposes which are 
different from those which belong to the family. The simplest 
way of putting the matter is to say that in business money is 
used to secure the things with which more money is made. In 
using money to carry on business the first step is to purchase 
producers' goods. A farmer, for instance, who is a business 
man quite as much as a merchant or a manufacturer, uses money 
to buy or rent his land. With money he stocks his farm with 
horses, cattle, swine, and sheep, and hires men to work for him. 
The farmer exchanges money for implements and with it he buys 
seed for planting his crops. 

The merchant is another sort of business man who uses money 
in the pm*chase of producers* goods. The merchant uses money 
to rent a store and fill its shelves with merchandise. He employs 
clerks, buys advertising space in periodicals, and pays the bills 
that are sent him for lighting and heating his place of business. 

THE PECUNIARY UNIT. 

Money would not serve all of these purposes with such ease and 
readiness if it were not for the fact that a unit of money has been 
establislted in which we can count and calculate. The unit 
established by the National Government of our country is the 

1. The pioneer farmer had little use for money; he made his producers' 
goods — ^his tools, his house, his well — by the work of his own hands. 
What producers' goods would it be very difficult for the pioneer farmer 
to make for himself? It would be better for him if he could sell what? 
Buy what ? 

2. Would the merchant not be as well off if there were no money? 
Could he not as well hire clerks and pay his bills in merchandise? 

3. Money gives its possessor power to command productive forces. 
Is this statement true of the manufacturer? How can we be sure the 
possessor of money will command productive forces in a way that will 
be useful to society? 

4. When the United States Government obtains money in time of war, 
for what purposes will it command productive forces? In what ways 
can the Government get control of money ? 

5. There are certain radicals in this and other countries who say that 
they want to do away with all capital. Do they understand the mean- 
ing of the word ** capital" when they talk in this way? 
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dollar. Twenty-three and twenty-two hundredths grains of 
gold are declared by the Government to be a dollar. All the 
money made in the United States is in proportions of the dollar 
unit. A ten-dollar gold piece contains ten times this amount of 
gold; a five-dollar gold piece contains five times this much. A 
dollar bill is worth this amount of gold; a silver half-dollar half 
as much; quarters, dimes, nickels, and cents are each definite 
proportions of the pecuniary unit. 

Although the Federal Government is not the owner of the money 
of the country, it is the only manufactiurer of money. Since the 
Central Government is the only maker of money, it is but natural 
that people everywhere should have absolute confidence in the 
quality and weight of coins that come into their hands. The 
bills, silver money, nickels, and " coppers " that are issued because 
of the inconvenience of carrying gold in very large or very small 
amounts can be exchanged for gold and are, therefore, accepted 
quite as readily as the gold which they represent in amount. 

THE USE OF THE UNIT IN FAMILY CALCULATIONS. 

It is important that we understand how the establishment of a 
money unit makes all kinds of exchange definite and easy. The 
family finds the unit of money a great aid as a guide in deciding 
the number of things it can pm*chase at certain prices. If the 
family income is $100 a month and the family is spending $25 for 
rent, not more than $75 can be spent for food, clothing, light, heat, 
and miscellaneous expenses. If the income is reduced to $90 a 

1. What difference would it make if our small coins were not in pro- 
portions of the dollar? What is the monetary unit of England.^ Of 
France? Of Germany? Of Russia? Of Japan? 

2. Can we compare the value of our unit with those of foreign countries ? 
How many dollars in an English ** pound"? Compare the value of the 
dollar with the value of the monetary units of the countries mentioned 
in the preceding question. 

3. The statements with regard to the value of foreign coins in the 
United States vary from time to time with what are known as changes 
in international exchange. Why should the different coins of the 
different countries have different relative values at different times? 

4. A Russian ruble is not worth as much in this country as it was before 
the war. Can you see any reason why this should be so? 

5. What is a budget? Find out what you can about the budget of 
some business firm. What are the advantages of a family budget? 

6. What is a business inventory ? Why is it taken at definite times 
in the year? What is meant by a fiscal year in business? 
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month and the family wishes to spend as much for food, clothing, 
light, and heat, it is easy to calculate that a cheaper place must be 
found in which to live or less money must be used for miscellaneous 
goods. Thus, by computing its expenses and its income in dollar 
terms — sometimes this is called making a budget — the family is 
able to organize or adjust its expenses to fit its income. 

The dollar unit helps the family choose what to buy from among 
the many goods offered it. Suppose the family is deciding whether 
to buy a new piano or a new rug. The family wants both very 
much, but finds it hard to decide which it wants the more. As 
soon as it learns, however, that the piano will cost more than the 
rug, it begins to think of all the additional things that can be 
bought if the rug is chosen. When all these things in addition 
to the rug are weighed against the price of the piano it is easier 
to choose. Thus the dollar unit is a sort of measuring stick with 
which we can measure our wants, compare one with another, 
and decide on a course of action. 

The family also counts in dollar imits the amount of money it 
should save for a rainy day. Knowing how many dollars will 
be required to sectu^e a home and buy food and clothing, it is easy 
to determine how many dollars should be saved. Thus the family 
can determine just what part of each day's or year's income it 
is desirable to save. A man can calculate in dollar units just 
how 'many days* work will buy a home and give him an income 
in his advanced years. In all these ways the family thinks in 
terms of dollar units when spending its income. It would be 
hard indeed for the family to plan and organize its expenditures 
and savings if it had no unit in which calculations could be made. 



1. What is the monetary unit in the United States? What part of a 
potmd is a grain? What part of a pound of gold is required to make a 
dollar? 

2. In what ways does the pecuniary unit serve the family? Does a 
student ever calculate in terms of the pecuniary imit? If there were 
no established unit and the family received its monthly income in a 
lump of gold, paying for goods by the grain, would they be using a 
monetary unit ? 

3. Without a unit in which to calculate, our expenditures would be 
planless and unreasonable. Is this statement true? Why? 

4. If everyone in the United States eats less wheat bread and more 
com bread, how will the prices for these be affected? The United 
States Government has guaranteed the farmer $2 for wheat raised in 
1 91 8. The purpose of this is to make sure that the farmers would 
attempt to raise large crops. Why is this likely to be true? 



198 COMMUNITY AND NATIONAI, LIFE. 

MONEY UNIT IN BUSINESS CALCULATIONS. 

Business men also find the pecuniary unit indispensable in 
making their plans. A farmer, for instance, is deciding whether 
he will raise com or wheat on a certain field. He knows that he 
can raise at the same cost about 60 bushels of com on each acre 
of the field or about 25 bushels of wheat. Will he decide to raise 
com because he can raise more bushels of that? No, he will 
calculate the number of dollars for which each crop can be sold 
and let that be his guide. If com sells for $1 a bushel and wheat 
for $3 a bushel, it will be more profitable to raise wheat, even 
though the number of bushels raised is far less. Thus, calculating 
in terins of the tmit of money is the method the farmer uses in 
deciding what crops to produce. 

A merchant also in deciding what goods to put in his store thinks 
in terms of dollars. It may be that a certain merchant believes 
he can sell 100 hats every week and that he can sell only 50 pairs 
of shoes in the same length of time. But if the profit on shoes is 
three times as great as that on hats, and he has no room to handle 
both articles, he will decide to sell only shoes. 

A manufacturer finds the pecuniary unit a great help in making 
many calculations concerning his business. One of the decisions 
which a manufacturer is constantly called on to make is whether 
he shall hire men or buy machines to do certain kinds of work. 
A certain manufacturer was making shoes, the leather for which 
could be cut out either by men or by machinery. His problem 

1. In figuring his profit, what are the principal things which a mer- 
chant must put down as costs? As receipts? Will a merchant sell the 
goods that bring the highest price or the greatest profit? 

2. Explain, as to one who knows nothing about it, how a merchant 
determines what goods to put on his shelves. Explain how a manu- 
facturer determines what process will be cheapest. 

3. Without cost accounting, production is mostly guesswork. What 
does this statement mean? Is there any truth in it? What difference 
does it make to the community whether a manufacturer of clothes has a 
good cost system? 

4. Producers guide their output by the demand of consumers expressed 
in dollar terms. Explain. What methods might be used to guide ' 
producers if we had no monetary unit? 

5. If a government passes laws with regard to minimum wages to be 
paid to workers, what are some of the problems that should be fully 
investigated before these laws are enacted? What dangers attend the 
enactment of such laws without preliminary investigations? 
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was to find out which was the better method. The machine 
would work faster but would cost a great deal of money. The 
manufactiurer learned, however, that such a machine would cut 
the leather for a million shoes before wearing out. The cost of the 
machine was $1,000. When he compared this with the number of 
dollars that it would take to have leather for a million shoes cut out 
by hand, he found it easy to reach a decision. In such ways manu- 
facturers are continually using our unit of money as a measure 
with which they can plan the least expensive methods of produc- 
ing goods. 

MONEY THE UNIT OF WAGES. 

A laborer who is seeking work makes use of the dollar unit in 
much the same way as the farmer, the merchant, and the manu- 
facturer. If he has two jobs offered him, one no more difficult or 
distasteful than the other, he is almost sure to accept the work 
which gives him the greater number of dollars. 

There is tremendous value to all of us in the fact that all of 
these business men who are working to provide the things we 
want do their reckoning in dollar terms. Such reckoning 
makes our goods cheaper and makes it more certain that the 
things we want most will be produced. 

PRICE AS A GUIDE TO PRODUCTION. 

Oirr unit of money is very important in getting farmers to 
raise wheat and other grains in proportion to our wants. By 

1. Make a list of the qualities desirable in the standard money of a 
country. Skins, cattle, tobacco, sea shells, slaves, wampum, olive oil, 
com, stones, and dried fish have all been used as money. Point out 
disadvantages in each of these as money. 

2. What is standard money in the United States? Why is it de- 
sirable to give the Government sole authority to manufacture money"* 
In medieval times in Europe many lords coined money. This made it 
necessary that money should be weighed and tested whenever an ex- 
change was made. Why ? 

3. Why is it desirable to stamp a device on coins? Why mill the 
edges of coins ? 

4. The coinage of money and the prevention of counterfeiting are 
made duties of the National Government by an explicit provision in 
the Constitution. Why should these duties be laid upon the National 
Government rather than upon the State governments or local communi- 
ties? 
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expressing our wants for wheat and com flour in dollar terms 
we are putting them in a sort of language. Every farmer can 
tell by the number of dollars a bushel that are offered just how 
strongly people are demanding wheat, com, and other grain. 
Thus the grains that we are demanding most loudly in oiu: lan- 
guage of dollars will be the ones that the farmer will be most 
certain to raise. Merchants, also, guide their actions by what 
we say in our language of prices. If we are offering prices that 
will give merchants a profit on any article, they will try to pro- 
vide us with it. In this way the people who are producing goods 
have a guide; they do not act merely by guess, but can make 
their efforts fit intelligently into our demands. When the 
laborer takes the job that pays the highest wage, he is usually 
going into the work we are most anxious to have done. Our 
demand for certain goods causes us to offer high prices to manu- 
facturers who will make them. The manufacturer in turn can 
afford to offer high wages to the laborers who will help him make 
these goods. Thus workers are drawn into those industries 
in which we are most anxious to have them. 

MODERN SOCIETY \ND THE MONEY SYSTEM. 

These uses of money and money units make it plain why 
modern society is called a money society. One writer, think- 
ing of the way in which families plan their expenditures in terms 
of dollars, has said, *'The unit of money permits the organization 
of consumption. " Again, noticing how business men and work- 
ingmen plan and guide their work by calculating in dollar terms, 
this writer says of our unit, *' It permits the organization of pro- 
duction. " Then, thinking of the way in which business men 
try to furnish the goods which we demand most strongly in 
our language of dollars, he says that the use of a monetary 
unit "articulates productive and consumptive activities into 
an organic system. " 
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Chapter VH. 

CONCENTRATION OF POPULATION, INDUSTRIES, AND 

INSTITUTIONS. 



tyesson A-24 calls attention to the fact, characteristic of modem life, that great 
numbers of people have come together in relatively small areas because of the possi- 
bility of carrying on industries more economically in the midst of a concentrated popu- 
lation. Consequences of the highest importance for community life have thus 
developed. 

The most conspicuous instance of industrial integration which has taken place in 
this cotmtry is the subject of Lesson A-25. The history of this great corporation is 
typical of the tendencies of the time, and it shows how in the process of growth such 
concerns undertake many kinds of activity which are wholly different from the 
primary purpose of the corporation but accessory to it. 

Lesson A-26 deals with concentration in that industry in which the tendency to 
consolidation first appeared and in which it has recently been carried to the extreme 
limit through nationalization, namely, the railroads. It would not have been possible, 
perhaps, to bring all the railroads of this coimtry under a single effective control during 
the Civil War, although they were then of far less importance and extent than now. 
The way was prepared for nationalization during the present war by such steps in 
concentration as those described in the lesson. So thoroughly standardized had 
the roads become and so closely allied were they in operation and management that 
the step to complete centralization was effected with ease that was surprising in view 
of the magnitude of the undertaking. 

I^esson A-27 shows that the advantages of concentration are not confined to industry 
alone. The principle of the larger unit is effectively applied in social institutions as 
well. The consolidation of small schools has been in progress throughout the United 
States for a nuQiber of years. Churches of the same denomination have combined 
with greater ease because of better facilities for transportation; the general spirit of 
consolidation has even brought together congregations of different denominations, 
and good results have followed. Universities, professional schools, libraries, fraternal 
orders, and many othor kinds of social institutions show the influence of the same 
tendency. 

I.ESSON A-24. CONCENTRATION OF POPULATION IN 

GREAT CITIES. 

By Leverett S. Lyon, 
Instructor in the University High School and the School of Commerce and Administration^ 

Lkniversity of Chicago, 

Not long ago a noted writer made this statement: *'Our fore- 
fathers at the time of the Revolutionary War were a nation of 
farmers." His statement was almost literally true. In 1790, only 
a Jew years after the Revolution, our country took its first census, 
gathering information of every sort about the people who lived in 
the United States. The census reports of that period show that 
29 persons out of every 30 lived on farms or in very smail towns. 
Even in 1800 there were only five cities in the United States in 
which more than 10,000 people lived. Out of every 100 people, 

96 still lived in the smaller cities or on farms. 

201 
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GROWTH OF CITIES. 

In the iio years that followed, great changes took place. By 
1910, 603 cities, containing 37 per cent of onr population, had 
passed the 10,000 mark. There were 50 large cities of more than 
100,000 each, and nearly a quarter of all the people in the country 
lived in these large cities. During the 10 years between 1900 and 
1 910 the urban, or city, population increased six times as fast as 
the cotmtry population. 

The facts concerning the growth of cities are even more striking 
when we notice that a very large proportion of our large cities are 
in one part of the coimtry. Over two-thirds of all American city 
dwellers live in the quarter of the United States that lies east of 
the Mississippi and north of the Ohio River. More than this, in 
certain parts of this area almost everyone lives in cities. In 
Rhode Island 96 per cent of the popul^^tion is urban; in Massa- 
chusetts, 92.8 per cent; in Connecticut, 89.7 per cent; and in New 
York, 78.8 per cent. At certain points, as in New York City and 
Chicago, the concentration of people has taken place so rapidly 
as to be almost unbelievable. In 1800 New York was a bustling 
little city of 62,000. By 19 10 nearly 5,000,000 people had gath- 
ered there. In 1800 there was no Chicago. In 1832 a tiny set- 
tlement of 250 people had collected near a fort that had been 
built on the Chicago River. In 19 10 the census showed that 
nearly two and a quarter million persons lived in the small area 
called Chicago. 

THE CONCENTRATION MOVEMENT NOT LIMITED TO THE UNITED 

STATES. 

The movement of people into concentrated groups has been 
progressing during the past century almost, if not quite, as rapidly 

1 . Make some form of graph which will show the per cent of population 
of the United States now in cities. For example, let i inch along a 
straight line represent 20 per cent. Make some form of graph which 
will show the per cent of population living in cities in 1800. 

2. Make a graph showing the per cent of population living in cities in 
Rhode Island,, Massachusetts, Connecticut, New York, and New Jersey. 
Make graphs which will contrast the number of people living in Paris, 
London, Berlin, Vienna, and Chicago in 1800 with the numbers living in 
these cities now. For instance, use one-eighth inch along a straight line 
to represent 100,000 people. 

3. "When people lived largely from the work which they did in agri- 
culture, there was little need of large cities." Is this statement tme? 
Why? 
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in some other countries as in the United States. We can per- 
haps see this best by noting the growth of certain cities in Europe. 
In 1800 less than 1,000,000 people lived in London. In 1910 
seven and a quarter million persons made greater London the 
largest city in the world. Diu-ing the same period of no years 
Paris grew from about a half million to nearly three million; 
Vienna changed from a city of less than a quarter million to one 
of two million, and Berlin increased in size more than fivefold, to 
a total of over 2,000,000 persons. No such growth of cities had 
been known before in the history of the world. Population is no 
longer evenly distributed over the country, but is concentrated 
in certain sections and at certain locations. What caused such 
a change ? What new problems does the change bring ? Answers 
to these questions will throw a flood of light on what is meant in 
modem times by the term ** community." 

POPULATION GRAVITATES TO THE PLACES WHERE IT IS EASIEST 

TO LIVE. 

No single cause can be given which fully explains why the 
nineteenth centtuy saw such a great movement into closely 
padked communities. We get a complete answer only by study- 
ing many changes which occurred before and during that time. 
Noticing certain facts, however, will give us much help in under- 
standing what happened. 

People have always moved to those locations where they be- 
lieved they could best and most easily satisfy their wants. When 
men's wants were mostly for food, simple dress, and shelter, 
hunting and agriculttu'e were the important occupations. Then 
people congregated in the regions best adapted to producing food. 
The most fertile lands were the most thickly settled. Everyone 

1. "The colonial cities in America were essentially commercial cities. 
They were the markets where the country's raw products were exchanged 
for the manufactured wares of England." Why should exchange of 
goods cause a city to. grow? What were some of the products which 
the Colonies exchanged with England ? 

2. Why did not the Colonies manufacture goods which they wanted, 
instead of having them brought across the Atlantic? 

3. "The discoveries and explorations of Columbus and other navi- 
gators had much to do with the growth of cities which followed 400 
years later." Can you see any relation between the explorations and 
city growth? 

4. What are some of the economic and geographic reasons for the 
location of Pittsburgh, Chicago, Buffalo, Kansas City, Milwaukee, Min- 
neapolis, San Francisco, and New York? 
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knows how the western tribes of American Indians moved over 
the prairie seeking the location where game was most plentiful. 
Most of us have read how in Europe many hundreds of years ago 
there were great migrations of people from one district to another 
seeking better lands. Often, of cotu-se, these migrating peoples 
fotmd it necessary to fight to the death with other tribes for the 
possession of fertile sections. 

As we have seen in earlier studies, great changes came. New 
wants developed. Discoveries and explorations helped people to 
see that there were parts of the earth in which many goods could 
be produced much more easily than in their home countries. 
Some parts have natural gifts that make them the places where 
certain kinds of work can be done best. Steamships, railroads, 
the telegraph, and machinery of many sorts made it easy to rely 
on these new parts of the earth for certain products. More and 
more one part of the world became dependent on the other. 
More and more the broad, fertile prairies of the United States, 
Argentina, Canada, Australia, Roumania, and Russia are relied 
upon to feed the world ; and locations favored in other ways have 
been utilized for other special purposes. 

SPECIAI^ MOTIVES FOR CONCENTRATION. 

There are many places in the United States where the materials 
or power for manufacturing have brought a concentration of 
people. Fall River, Lowell, Manchester, and Waterbtuy, in 
New England, all had their locations determined by the avail- 
ability of water power, which attracted industries, and the indus- 
tries in turn attracted workers. Water power and proximity to 
the great grain fields made Minneapolis the location of the world's 
greatest flour mills, and about this industry has grown a city. 

1. Why must the people of a manufacturing city depend on means of 
transportation? 

2. What is meant by speaking of New York as a commercial city and 
a financial center? 

3. It is often said that cities tend to grow at a ** break in transporta- 
tion." Can you explain the meaning of this statement? 

4. The United States Steel Co. erected an immense plant at Gary, 
Ind., where there was before nothing but barren sand dunes. Make a 
list of the tradesmen, manufacturing plants, business men, and pro- 
fessional men who would be likely to flock to such a location. 

5. In order to maintain a city population it is necessary to concen- 
trate food supplies at some point within the city. Make an estimate of 
the amounts of material of various sorts needed by some of our great 
cities, and estimate the storage capacities necessary to meet these wants. 
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The coal mines and ore fields of eastern Pennsylvania explain the 
congestion of population in the Bethlehem steel district. Later, 
when ore was brought from the mines at the head of Lake 
Superior, the iron and steel industry moved across the Appalachians 
and drew people first to the Johnstown-Pittsburgh district. Still 
later, ore and coal and coke were joined farther west, and drew 
population to the regions of Buffalo, Detroit, Gary, and Chicago. 
Birmingham, Ala., is the latest great center of population growing 
around a coal and iron producing district. 

The packing industry, going west to the farms and cattle 
ranges, centered at Chicago and later expanded to Kansas City, 
Omaha, and other western cities, drawing with it a great army of 
workers. In the same way the brewing industry, locating largely 
in Milwaukee, Chicago, Cincinnati, St. Louis, and St. Paul, has 
gone to the source of raw materials in the grain fields and has 
been followed by a movement of population. 

COMMERCIAL FEATURES OF INDUSTRIAI^ CITIES. 

We should be quite wrong to have the idea that a congestion of popula- 
tion has taken place at every location where the raw materials of manu- 
facture have been provided by nature. The people of a manufacturing 
city are specialists, and they must be able to sell or exchange what they 
produce for the other goods they want. Therefore, the greatest centers 
of population are likely to be found where materials of manufacture and 
transportation facilities are both to be found. All of the populous 
districts of the East owe much of their growth to the fact that they are 
near- the seaboard and have either good water or rail transportation to 
the ocean. 

COMMERCIAL CITIES. 

Some locations are such that they are the natm-al points at 
which the products of many other localities are assembled for 

I. To a certain town where a steel plant was the chief industry was 
moved a cloth mill which could employ women. The owner stated that 
he expected to find a labor supply at this place. Explain why he might 
be able to do so. 

' 2. Early in the nineteenth century England passed a law forbidding 
migration to London. Can you see any reason why a law against the 
increase of population in a city would prove ineffective? 

3. One of the great needs of all large cities is a transportation system 
which makes it possible for people to live in suburbs. What problem of 
city life does such a transportation system aid in solving? 

4. In the middle of the last century England passed a ** cheap train" 
act which made it possible for the workers to go 22 miles for 4 cents. 
What city problem did this remedy? 
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distribution. St. Louis has such a location. Raikoads and 
river transportation bring manufacttu-ed products from the 
East. To the west lies a vast farming country, in which almost 
no manufacturing is done. This situation has placed St. Louis 
in the front rank of cities distributing hardware supplies. Some 
locations are such that they are the natural receiving and dis- 
tributing points for the trade of continents. Such a location 
accounts, of course, for the tremendous concentration of people 
at New York. New York is a great manufacturing city, but it is 
even more a commercial city. Here come the goods of Europe 
to be sold in America, and here come the goods of America to be 
sold abroad. When we think of the task involved in making the 
transfer of goods to and from shipboard and railroad at this great 
*' break in transportation, " we can understand why so many people 
have found this city a profitable place in which to live. Because 
of their locations such cities as New York, Boston, San Francisco, 
and New Orleans become in a sense middlemen in the trade of 
continents. 

COMMERCIAI. CITIES BECOME FINANCIAI^ CENTERS. 

In these commercial cities are arranged the bargains and terms 
upon which international trade is conducted. Payments for im- 
ports and exports are made there and the men and institutions 
that deal in foreign exchange, as the making of these payments 
is called, congregate in these cities. Thus they become financial 
centers as well as industrial and commercial cities. 

A IvOCATlON MAY COMBINE AI.1^ ADVANTAGES. 

Sometimes a location may combine all the qualities needed to 
draw population. Chicago has such a situation. Farms, cattle 

1. City government has had to take over many duties. It tells us 
where and how we may construct buildings; it frequently supplies water; 
it furnishes protection against fire; and disposes of sewage and garbage. 
Why do city dwellers carry on these activities at public expense instead 
of having each individual perform them for himself? 

2. "A modem city is like a vast household. A city is an experiment 
in municipal housekeeping.*' Do you think this statement is true? Is 
it strange that we have not yet learned to keep house on so large a scale? 

3. The right to operate street cars, a gas company, or waterworks in 
a city, is often very profitable. To secure this right there is a strong 
temptation to bribe city officials. Does this cause of corrupt politics 
exist in the country or in small towns? Do you think it in part accounts 
for dishonesty in city politics? 
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ranges, and materials for manufacture are all in reach. The 
world's greatest inland waterway and railroad systems furnish 
opportimity to transport the goods made there. At the same time 
Chicago is a distributing center for the food products of the West 
and the manufactured goods of the East. 

THE WORKERS IN THE BASIC INDUSTRIES MUST BE PROVIDED FOR. 

We know quite well that the workers in the great basic industries 
and the persons who import and export goods are not the only 
people who concentrate and thus form a city. The workers must 
be fed, clothed, housed, and provided with the thousand and one 
things they demand. To perform this work a second army of 
workers is called to the spot where an industry has located or from 
which goods are distributed. New industries come to make what 
is demanded; stores and markets appear to supply what can not 
well be made there. The great distributive system which fur- 
nishes merely food to a large city requires in itself enough people 
to make a city. Banks and bankers are needed; entertainment is 
desired; means of transportation must be provided; physicians 
are a necessity; teachers, lawyers, and ministers are wanted. 
Thus an area of concentrated population adds to itself. 

SATELLITE CITIES. 

About every large industry others spring up which Supply it 
with some of its materials or use its products in further manu- 
facture. In all of the districts where steel is manufactiu-ed, it 
furnishes the raw material for a score of other industries. Wire, 
pipe, fencing, nails, shop machinery, and agricultiu-al implements 
are all dependent upon steel manufacttire^ and plants making 
these have prospered in the iron and steel districts. The labor 
supply that is already there often brings new factories to factory 

1. In a number of cities commissions have been organized in recent 
times to plan for better distribution of the streets and more beautiful 
buildings and parks. These are sometimes called commissions on the 
city beautiful. Show why it is difficult to direct the growth of a city 
from the outside so as to satisfy the type of demand expressed in the 
organization of such commissions. 

2. Describe the methods that are employed in a city for designating 
the location of buildings. Show why these methods have grown increas- 
ingly systematic with the development of larger cities. 

3. Great cities have found it necessary to develop underground trans- 
portation for their inhabitants. What are the advantages of an under- 
ground system for passengers and for the city in general? 
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towns. Very often, however, the mdustries that follow in the 
train of the larger one locate far enough away to secure cheaper 
rent or less taxation than is charged in the large city. Al out 
these new industries new cities grow — satellites of the larger 
center of population. 

SOME CONSEQUENCES OF THE CONCENTRATION OF POPULATION. 

The concentration of great numbers of people in certain locali- 
ties has been very fruitful in producing goods, but it has brought 
serious problems. These problems are emphasized because cities 
have grown so rapidly that people have not learned how to live in 
and manage so large an organization as a city. One of the most 
serious problems in a city is procuring and distributing food and 
other necessities. City dwellers can not buy food from the pro- 
ducers. The city is naturally a market to which all kinds of 
supplies are sent, but how to care for these supplies and how to 
distribute them most cheaply are new questions which came with 
cities. How to procure pure water, lights that do not bring 
danger of fire, sidewalks, passable streets, open spaces for play, 
and rapid transportation systems are all problems which the city 
must solve. The difficulty of housing many people all of whom 
wish to live near their work has given cities a problem which 
they haye not yet solved. The desire to live near one location 
has resulted in overcrowding, which has brought sickness, vice, 
and crime. 

The work of caring for a city has proved difficult for the city 
governments that we have thus far organized. Not only are the 
duties many and new, but sometimes dishonesty and corruption 
have been added to ignorance and difficulty. 

Concentration of population has come as a natural part of our 
present system of satisfying wants. It is likely to increase so 
long as various parts of the world are interdependent. It has 
brought us, however, many new and difficult problems upon the 
solution of which we have made only a beginning. 
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LESSON A-25. THE INTEGRATION OF THE GREATEST 
MANUFACTURING CONCERN IN THE UNITED STATES.^ 

In the year 1858 one Andrew Kloman and his brother started a 
small iron forge at Allegheny, Pa. Their plant was worth about 
$5,000. They made a reputation for putting out good and reliable 
products, particularly axles for railroads, and the business pros- 
pered. When more capital was needed the following year, Henry 
Phipps contributed $1,600, and became a partner imder the new 
firm name of Kloman & Phipps. During the Civil War .the de- 
mand for iron was enormously increased and the iron and steel 
industry grew rapidly and was very prosperous. Late in 1861 
Kloman & Phipps obtained more capital and built a new mill. 
In 1863, partly to settle a dispute between the partners, Andrew 
Carnegie took an interest in the business, and it became known as 
Carnegie, Phipps & Co. (Ltd.). In 1865 this partnership was 
consolidated with another in which Carnegie also had an interest, 
and took the name of the Union Iron Mills Co. About this time 
the property of the company was estimated as being worth be- 
tween $250,000 and $300,000. 

After the war it was a serious problem how the company was 
to find a market for its products, because the orders which had 
come as a result of the war ceased, and the use of iron for other 
purposes had not yet developed on a large scale. For a while 
profits were very low, but soon an increase in railroad and bridge 
building opened a new and rapidly expanding market for iron 
and steel. 

FIRST STEPS TOWARD INTEGRATION. 

The Union Iron Mills consumed large quantities of pig iron, and 
the owners decided that they could obtain it at less cost if they 
made their own pig iron instead of buying it. In 1870 a group of 
them organized a separate company and erected the Lucy blast 
furnace to smelt ore and make pig iron. This ftunace, erected on 
improved plans, was one of the most efficient in the country, hav- 
ing an output of 50 tons a day at the start. 

STEEI< BECOMES CHEAPER AND MORE COMMON. 

The next step in the development of the steel and iron industry 
came with the introduction of the new process of making steel 

* This lesson was prepared by Chester W. Wright, associate professor of political 
economy, University of Chicago. It presents the history of the United States Steel 
Corporation as a concrete example of the way in which an industrial concern reaches 
out and absorbs into itself many different kinds of activity. The concentration of 
capital and management into a single concern is typical of modem industrial organ- 
ization. 

eeSlO**— 18 14 
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known as the Bessemer process. It was this process which made 
cheap steel possible. In 1874 * number of the men connect 
with the Union Iron Mills and some others who were interested \ 
railroads organized the Edgar Thomson Steel Co., and a very effi- 
cient big plant was erected for the manufacture of steel rails. At 
this time few railroads had steel rails; the cost was very high — $106 
a ton in 1870 — and the total output of the coimtry in that year 
was only 34,000 tons. But when it was found that steel rails 
lasted much longer, were safer, and made it possible to run much 
heavier trains, the railroads rapidly substituted them for the old 
iron rails, especially when the price began to fall, as it did at this 
time, reaching $44 a ton in 1878 and eventually touching $17 a 
ton in 1898. The usual price in recent years has been about $28 
a ton. 

INTEGRATION BY EXTENSION OP THE PLANT. 

The Thomson Co. had bought most of the pig iron it used from 
the company owning the Lucy fimiace, but as the members of the 
former company did not all have a share in the ownership of the 
latter, a dispute arose over the price to be paid for the pig iron, 
and as a result the Thomson Co. decided that it would also make 
its own pig iron. 

The enlargement of a business for the purpose of controlling its 
own soiu-ces of supply illustrates an important fact in business 
organization. Every owner of a factory tries to bring into his 

1. At what period in the history of the United States did the coal and 
iron industries begin to be of importance ? 

2. Find out about the earlier and relatively unimportant iron industries 
of the New England colonies. 

3. What was the reason for the original settlement aroung Pittsburgh? 

4. Trace the history of the development of the Pittsburgh region and 
indicate the relations of this development to the steel and iron industry. 

5. The coal regions in northern France and the iron mines in the two 
provinces which Germany took from France after the Franco-Prussian 
War have sometimes been described as major causes of the present war. 
How extensive are these deposits and what is the justification for the 
statement that they have played an important part in the war? 

6. What mineral industries played an important part in the develop- 
ment of commerce with the British Islands in the period of ancient 
history? 

7. Give some other examples of the influence of mining industries on 
the populating and developing of countries. 

8. Are there other examples, in history, of wars which have been car- 
ried on for the possession of natural sources of wealth? 
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control as much as he can of the industries on which his factory 
depends. The owners of a corn-canning factory often buy up 
the land on which the com is raised. A railroad often owns the 
mines from which the coal comes which is burned in the engines. 
The steel plant reaches out and absorbs the pig-iron furnace, the 
iron mine, the raikoad, and the coal mine. This bringing together 
of all the branches of an industry is called integration of industry. 
The example which is to be fully described in this lesson is one of 
the most striking examples of integration on a tremendous scale. 

INTEGRATION BY COMBINATION AND PURCHASE. 

Another step toward integration and the further harmonizing of 
interests was taken in 1881 when the Thomson steel works, the 
Lucy furnaces, the Union Iron Mills, and some coke properties, 
together with $1,000,000 new capital, were all combined into one 
firm with a capital of $5,000,000. Mr. Carnegie, who had on va- 
rious previous occasions acquired the interests of some of his part- 
ners in these concerns, owned a little more than half of the stock 
of this company and it was known as Carnegie Bros. & Co. (Ltd.). 

A further important move toward integration was made the fol- 
lowing year when the Carnegie interests piu-chased a large amount 
of stock in the Frick Coke Co., which was the dominant owner of 
coal lands and coke ovens in the Connellsville district, whence 
came the best coking coal used in smelting iron ore. 

ABSORBING COMPETITORS. 

In 1 88 1 some competitors of the Carnegie Co. opened a big 
plant at Homestead for the manufacture of steel ingots, billets, 

1. Integration is said to take place when a company expands back- 
ward to the manufacture of its raw materials, or forward to the manufac- 
ture of more highly finished products or to the retailing of its products, 
or sidewise to the manufacture of by-products or to closely related indus- 
tries. Can you give an example of each in some line of business other 
than the steel industry? 

2. Is there integration in the oil-refining business? 

3. Describe the integration in the meat-packing business. 

4. Why do some shoe manufacturers have their own retail stores ? 

5. In what ways may a manufacturer gain by owning his raw material? 

6. Can you mention some economies which might be obtained if a 
manufacturer of crude steel also manufactured steel rails? 

7. Are there any dangers to the community in the spread of the in- 
fluence of a single industrial concern over all the related branches? 
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and rails, but they met with financial difficulties and two years 
later sold out to the Carnegie interests. Thus a rival was elimi- 
nated and a further step in integration was taken when the newly 
purchased works were turned into special mills for making a 
single kind of product. They were limited to the production of 
specialties such as bars, angles, beams, structtu'al shapes, etc., 
such things as made possible the modem skyscraper, our great 
steel bridges and similar structures. 

In 1890 another threatening rival was eliminated when the 
newly erected Duquesne steel works were purchased. 

FURTHER EXTENSION OF PROPERTIES. 

In 1892 the various Carnegie interests were again consolidated 
in the Carnegie Steel Co. (Ltd.) , with a capital of $25,000,000. At 
the same time several new movements toward integration were 
started. The Union Railroad was built connecting the various 
plants about Pittsbtirgh and giving easy access to the railroads 
nmning out of the city. Then an old broken-down railroad con- 
necting Pittsburgh and Conneaut Harbor on Lake Erie was pur- 
chased and practically rebuilt, while ore docks were erected with 
marvelously efl&cient machinery for transferring the ore from the 
boats to the railroad. To complete the ownership of the chain of 
tr^sportation facilities, the Carnegie Co. now organized another 
company to build a fleet of ore boats to operate on the Great 
Lakes. Meanwhile, a half interest in the Oliver Mining Co. with 
extensive holdings of ore in the Lake Superior ore fields had been 
purchased, and these ore holdings were later considerably in- 
creased. When this series of moves had been completed it placed 

1. The invention of a new industrial method frequently is the source 
of great profit to the inventor and also to the community. What does 
the Government do to stimulate invention and protect the right of the 
inventor? 

2. What is the method of protecting the rights of an author to the 
books or articles which he writes ? 

3. The protection furnished by the Government in these cases termi- 
nates after a period of time. Justify this time limit. 

4. Industrial plants commonly maintain laboratories. Explain why 
this is a legitimate part of the business. 

5. What is the Bessemer process? 

6. What are the properties of steel as distinguished from the proper- 
ties of iron ? 

7. Could modem industrial machinery be made of iron ? 

8. Are there any forms of machinery which require iron rather than 
steel? 
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the Carnegie Co. in an absolutely independent position for obtain- 
ing its raw material, for it controlled practically every step from 
the mining of the ore near Lake Superior to the tinning out of the 
finished rail at Pittsburgh. Integration had gone the full length 
of attaching to the rail mills the whole chain of industries neces- 
sary to give these mills materials and make them profitable. 

In 1900, in order to adjust a dispute between the Carnegie Steel 
Co. and the Frick Coke Co. as to the price the former was to pay 
the latter for coke, the two concerns were combined in a single 
corporation called the Carnegie Co., capitalized at $320,000,000, 
of which $250,000,000 represented th^ estimated value of the 
Carnegie Steel Co., to such size had its properties and business 
grown. It was then recognized as the most efficient and largest 
concern in the industry. Such was its history up to the time it 
entered the Steel Corporation. 

GROWTH OF THE INDUSTRY. . 

To understand the situation which led to the organization of the 
United States Steel Corporation in 1901, it is necessary to go 
back a little and see what was taking place in the iron and steel 
industry as a whole outside the Carnegie concerns. The growth 
of this industry after i860 had been phenomenal. In that year 
the total pig-iron output of the country had been 821,000 tons, 
while in 1900 it had reached 13,789,000 tons. The output of 

1. Was coal always used in making iron? What advantages does it 
have over wood for that purpose ? 

2. What difiFerent kinds of rails were used when railroads were first 
built in this country? 

3. What are some of the effects produced on other commodities by 
the reduction in the price of steel ? 

4. What are some of the effects produced on wages by the reduction 
in the price of steel ? 

5. It is sometimes said that machinery has come to be the chief com- 
petitor of the laborer. Discuss this statement and show its relation to 
the development of the steel industry. 

6. Reviewing earlier lessons, illustrate what is meant by the state- 
ment that the various steel companies increased their capital. 

7. Mr. Carnegie grew enormously rich by organizing these different 
companies. What justification was there for his coming into posses- 
sion of so large a share of the company's earnings ? 

8. Mr. Carnegie often said that his contribution to the company was 
the selection of men who could do the work. Ought he to be liberally 
paid for good judgment? 
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Steel had been very small in i860, but had risen to over 10,000,000 
tons in 1900. The opening up of the great ore mines, the presence 
of abundant supplies of coal, combined with the introduction of 
labor-saving machinery under the direction of American organ- 
izing abiUty, had made this country in a few decades the leading 
manufacturer of iron and steel in the world. 

REASONS FOR SEVERE COMPETITION. 

During this period of rapid expansion various individual concerns 
were going through much the same sort of growth as that which has 
been described in this lesson for the Carnegie companies. As the 
size of the concerns engaged in the mantifacture of the cruder 
forms of steel increased, the number of such concerns decreased 
through integration imtil finally a dozen of the largest were 
manufacturing more than half of the output of the whole country. 
Such a situation leads to very intense competition, especially in 
an industry like the steel industry which requires a great deal of 
machinery and organization. The rivalry between these large 
concerns was especially bitter because the iron and steel industry 
is peculiarly liable to great fluctuations in the demand for its 
products. Iron and steel are used so extensively and in so many 
lines of industry that when the country enters a period of pros- 
perity an enormous demand for steel arises. It takes so many 
millions of dollars and so long a time to build an efficient steel 
plant that the output of steel can not be greatly and quickly 

1. Competition is regarded by many students of industrial life as 
essential to the development of industry. Point out some of the advan- 
tages and some of the disadvantages of competition. 

2. Should there be in the interests of a city competing telephone 
companies and competing gas companies ? 

3. Does the answer which you gave to the question regarding tele- 
phone companies apply equally to grocery stores and drug stores? 

4. What are the advantages of the department store over a series of 
specialized stores ? 

5. It has been stated that the war conditions have driven small bakers 
and other small handlers of food commodities out of business. How 
could this come about .^ 

6. The franchise of a railroad ordinarily does not permit this road to 
carry on other forms of business except in immediate relation to trans- 
portation. Why should a franchise limit the number of different activi- 
ties which a company can take up? 

7. Point out the geographical reasons which make it advantageous 
for the Pittsburgh region to put itself into contact with the Great Lakes. 
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increased to meet such a demand. Consequently, prices rise 
rapidly and the profits are very high. Then when a period of 
depression sets in, the demand falls ofif even more quickly than it 
rose. During such a period of depression the people who have 
millions of dollars locked up in these big plants do not want to 
shut down the mills if they clan possibly help it, since this would 
leave their capital idle and would scatter their workmen so that 
they could not easily be gathered together again. Rather than 
shut down, the mills cut prices to a very low point, sometimes even 
below cost, in the hope that they can earn a little interest on their 
capital or at least avoid the greater losses which a shut-down 
would entail. Under such conditions cut-throat competition sets 
in and only the stronger concerns can survive. This explains the 
meaning of the statement which has been made that the steel 
industry is either a prince or a pauper. 

THE FORMATION OF A POOL. 

It is partly because of the heavy losses which competition 
causes and partly because of the desire to seciu"e control of the 
whole industry so as to control prices, that manufacturers in every 
line try to work out combinations. Combinations in the steel 
industry have been made on a large scale. At first these combina- 
tions took the form that is known as a pool — ^that is, a number of 
independent concerns get together and agree to limit their compe- 
tition in one or more ways. They may decide to divide the orders 

1. Describe in detail the various reasons why it is difficult to increase 
suddenly the output of steel. 

2. What difficulties is the Government confronted with to-day in its 
efforts to procure the necessary supplies of steel? 

3. How is the Government trying to meet these difficulties? 

4. Explain in detail some of the conditions which cause a big falling 
off in the demand for steel in a period of industrial depression. 

5. Carefully explain the conditions which sometimes lead a manufac- 
turer to sell his product at less than cost. 

6. In what ways do you think that great fluctuations in prices may be 
harmful to industry? 

7. Under existing conditions, is it desirable for the Government to 
prevent fluctuations in prices by setting prices on staple commodities? 
Discuss this question so as to bring out the advantages and disadvantages 
of governmental price control. 

8. The Government has for a long time controlled the rates charged by 
railroads for transportation of freight. What has been the effect of this 
control on the railroads and on the interests of the country as a whole? 



21 6 COMMUNITY AND NATIONAL UF«. 

among themselves instead of fighting for them, or to fix prices, or 
to limit the total output so as to prevent overproduction, or to 
divide the territory from which orders are received or to do several 
of these things. The purpose is the same in all cases; by checking 
competition the pool prevents price cutting and controls the 
industry. But each concern is left free in all other ways, except 
those referred to in the pool, to run its business as it sees fit. The 
chief difl&culties met with in the pool are the frequent disputes 
that arise between the members about real or apparent violations 
of the rules. In the late eighties and the middle nineties a number 
of such pools were organized by the various concerns manufac- 
tiuing steel rails, steel billets, wire nails, etc., but in the hard times 
following the panic of 1893 the agreements were constantly 
breaking down or being secretly violated. 

FORMING TRUSTS. 

About 1898 it was evident that the hard times were over and a 
period of prosperity was ahead, which would mean good profits to 
the steel industry, provided competition was not too severe. To 
insure this result and avoid the dangers of breakdown which the 
pool form of organization involved, a ninnber of combinations or 
trusts were formed in the three years 1898 to 1900 in various 
branches of the steel industry, such as tin plate, sheet steel, steel 
tubing, steel wire, steel hoops, and structural steel. These trusts 
differed from the pool in that they brought the concerns imder the 
control of one corporation and prevented the diffictdties which 
arose imder the looser arrangements of the pool. In a trust the 
only danger arises from competition outside of each trust. 

1. One of the methods by which railroads used to break their agree- 
ments in pools was by giving rebates. What is a rebate and why is it 
objectionable ? 

2. Rebates were more commonly secured by large concerns than by 
small concerns. Why should this be the case? 

3. Reviewing some of the earlier lessons, show why bankers are con- 
cerned in the larger organizations of industry as, for example, the steel 
industry. 

4. Does the value of stock in a corporation parallel the changes in 
price of the commodity which the corporation produces'? Especially 
bring out in answering this question the relation in time of fluctuations 
in stock and in prices. 

5. What is meant by market quotations of prices on staple commodities, 
and where can one find what these quotations are? 

6. How can a combination of capitalists force prices up and down? 
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NEW DANGERS OF COMPETITION. 

There were also organized during these years two concerns, the 
Federal Steel Co., backed by the great banking house of Morgan, 
and the National Steel Co., backed by the financial resources of 
Moore. Both of these steel companies were combinations of other 
companies and both were competitors of the Carnegie Steel Co. 
Seeing dangers of competition ahead, the Carnegie companies 
threatened to enlarge and carry the competition to the limit. 
This meant low prices and the loss of the big profits which pros- 
perity seemed to promise. Moreover, the bankers and promoters 
who still held a large amount of stock in the. new combinations 
were anxious to sell their stocks to the public and they knew that 
if a competitive war broke out in the steel business the value of 
these stocks would fall and the public would hesitate to buy. 
This ftunished an added reason for trying to harmonize the 
conflicting interests. 

UNITED STATES STEEI^ CORPORATION. 

It was under these circumstances that a meeting of the leading 
men in the steel industry was called, and in 1901 tmder the leader- 
ship of Mr. J. P. Morgan the plan to consolidate all of these con- 
cerns and small combinations in one gigantic company to be called 
the United States Steel Corporation, with a capitalization of 

1. In what ways, if any, do you think a big combination like the Steel 
Corporation might be of benefit to society? 

2. In what ways, if any, do you think it might be harmful? 

3. Find out when the Sherman antitrust law was enacted and what 
its provisions are. 

4. It is sometimes argued that great industries ought to be taken over 
by the Government. What would be the advantages or disadvantages 
of such a move in the case of the steel industry? 

5. It is proposed by the radical party in Russia that the management 
of all industrial plants be turned over to committees of workmen. Dis- 
cuss this proposal. 

6. Many great business corporations have developed plans of profit 
sharing which are more advantageous to workers than management 
through a workmen's committee. Find out about some of these plans 
and discuss their operation. 

7. What lines of education should one follow if he wishes to prepare 
to enter upon a business career connected with a large corporation ? 

8. It is said that a corporation furnishes less opportunity for the 
development of individual initiative than a small business does. Dis- 
cuss this statement. 
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about $1,400,000,000, was carried through. The Steel Corpora- 
tion as then organized owned 149 steel works of various kinds, 
vast ore, coal, gas, and limestone properties, over i ,000 miles of 
raih-oad, and over 100 vessels on the Great Lakes. It at that 
time controlled about two- thirds of the country's total output of 
steel ingots, billets, rails, castings, nails, plates, structural shapes, 
and sheet steel, and about three-quarters of the output of wire 
rods and tin plate. 

Since that time it has enormously increased in size, so that in 
1 91 6 it mined 33,000,000 tons of ore, made nearly 21,000,000 
tons of steel ingots, employed over 250,000 people, and did a 
business valued at $850,000,000. A portion of this growth has 
come by the purchase of other companies and a portion by build- 
ing new plants, such as that at Gary, Ind. 

METHODS OF REDUCING COMPETITION WITHOUT CONSOUDATION. 

The expansion of the larger rivals of the Steel Corporation has, 
however, gone steadily forward. They are to-day even greater 
than at the time the Steel Corporation was organized. The 
Steel Corporation controls about one-half of the coimtry's total 
output. Still there has been no such cutthroat competition in 
the business as broke out at times before. The Steel Corporation 
has not sought to kill off its competitors by ruthless competition, 
but has tried to promote the stability of the industry. One 
method used was the series of Gary dinners, named after the 
president of the Steel Corporation, who invited representatives 
of the leading independent producers to dinner from time to 
time. On these occasions the conditions and future prospects of 
the industry were talked over and, apparently, some consensus of 
opinion obtained as to the proper prices for products. These 
dinners were abandoned in 191 1, the year when the Government 
started a suit under the Federal antitrust laws to secure the dis- 
solution of the corporation. As yet the Supreme Coiul has not 
handed down its opinion in this case, and the company still con- 
tinues as one of the leading examples of integration and 
consolidation. 
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LESSON A-26. CONCENTRATION OF CONTROL IN THE RAIL- 
ROAD INDUSTRY.^ 

With the growth of great industrial corporations employing 
thousands of men and owning many diflferent plants, the problem 
of centralized control has become one of great importance. If a 
big organization is to act promptly, one man or a few men ihust 
be able to give orders to all the branches, and there must not be too 
many people who have to be consulted before orders can be sent 
out. The business world has developed a number of methods of 
concentrating control in a few hands. Some of these methods 
can be illustrated by the following examples. 

CONSOI.IDATING RAILROAD UNES. 

It was the railroads that began it. Other businesses could not 
grow big until the railroads were ready to carry their goods far 
enough and at a cheap enough rate to reach millions of customers. 
The first railroads were short, and their tracks did not have the 
same gauge; so that the only way a car could make a ** through 
nui" over several lines was by having its wheels changed when 
the gauge changed. Seventy years ago a passenger had to travel 
on 1 1 railroads to get from Albany to Buffalo. 

The organizing genius of Commodore Vanderbilt devised the 
new type of system which has rapidly been extended to every 
great industry. He organized one general company which took 
over all these roads and set them working together under a single 
management. The New York Central Co. which he organized 
has now two complete routes from New York to Chicago, with a 
third line part of the way and many branches to help bring 
traffic to the main line. These are all controlled by the descend- 
ants of Commodore Vanderbilt and the influence of this first 
combination is seen in the fact that the same people have a share 
in the management of roads running west of the Rocky Moun- 
tains. This plan of combination, moreover, has been imitated 
by railroad after railroad until now the country has for the most 
part systems of railroads rather than single lines. 

HISTORY OF THE UNION PACIFIC. 

A later example of combination of railroads on a large scale is 
to be found in the history of the Union Pacific imder the manage- 

* This lesson was prepared by John M. Clark, associate professor of political economy. 
University of Chicago . It deals with a single aspect of business concentration , namely , 
the control of business by a few individuals. The complicated method by which 
this control is enlarged and kept in a few hands is traced in outline so that the reader 
may gain an impression of the ways in which capital is pooled in its control. 
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ment of Mr. E. H. Harriman. At the time that Mr. Harriman 
took charge of thiS road it was very much run down. It owned 
only 1, 800 miles of road. It had lost most of its branches and 
was without fimds for enlargement. Mr. Harriman saw the 
possibility of developing the business of the road. He got together 
the fimds and when he had finished with the system it had over 
23,000 miles, or nearly as much as all the railroads of France. 
Furthermore, it had an important voice in the control of 25,000 
miles more. The whole system was developed in 10 years. 

VOTING-TRUST METHOD OF CONTROL. 

Such a development would never have been possible without 
the modem business methods of borrowing money and selUng 
shares which were described in an earlier lesson. But the secret 
of Mr. Harriman's development of the system lay not in the fact 
that he secured the funds. He managed the fimds so that they 
fitted into a single general plan. He sectu'ed the confidence of 
the shareholders so that they gave him their votes. Mr. Harri- 
man controlled the system in this way, not by owning shares, but 
by devising methods of centralized control. Stockholders are 
often so anxious to make sure of keeping in power a management 
they can trust that they will hand over the voting power of their 
stock to a few men who act as trustees for them, so that even if 
the original holders sell some of their stock to strangers the votes 
will still be cast in stockholders' meetings by the same group of 
men as before. This is called a voting trust, and it is one way of 
concentrating control in business. 

CONTROL THROUGH VOTING COMMON STOCK. 

If a company has borrowed all it can, it can not expand any 
more without issuing stocks and making the men in control 

1. Reviewing earlier lessons, discuss the advantages and disadvantages 
of control of business by a single individual and by a group of individuals. 

2. Point out the methods by which in a large group of cooperating 
individuals one man may become responsible for the organization of the 
whole enterprise. 

3. Show why industries commonly grow up, as the railroad did, as 
small scattered undertakings. 

4. What is meant by the "standard gauge" of a railroad? 

5. What is meant by a standardized machine? What are some 
examples of very high degrees of standardization developed in modern 
industries ? 

6. What are the leading railroad systems of the United States? 
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either put in more money or let in some new part owners. But 
they can still find ways to help keep control. A company can 
issue two kinds of stock, preferred stock and common stock. 
Since the preferred stock has first claim on earnings and is less 
risky, the common stockholders may make up for their extra risk 
by keeping for the common stock extra power of control. For 
example, they may arrange before they sell the preferred stock 
that the common stockholders shall vote separately and elect 
eight directors while the preferred stockholders elect seven. 
Then the men in control can keep their common stock and let 
outsiders buy the preferred stock and still elect enough directors 
to put in the president they want and dictate the policy of the 
company. 

CONTROI. BY THE HOLDING COMPANY. 

Mr. Harriman used to employ a still more powerful device. 
When he wanted one more railroad, instead of buying the track, 
stations, engines, cars, and all the other property, or instead of 
buying with his own personal money the stock of the company 
that owned all this property, he simply had his company buy 
stock in the other company and so control the property he wanted. 
It was much cheaper than either of the other ways. Mr. Harri- 
man*s companies could often borrow the money to pay for the 
stocks, so that there did not need to be any new names on the list 
of the stockholders of his parent company. In 1906 this com- 
pany — ^the Union Pacific — got enough income from its invest- 
ments in other companies to pay the interest on its bonds and the 
dividends on its preferred stock even if it did not make a cent 
from its own freight and passengers. 



1. The transcontinental railroads received large subsidies from the 
National Government. What is the justification for such subsidies, and 
what effect do these subsidies have in leading to great combinations? 

2. The business conditions which made it possible for a man like Mr. 
Harriman to control great wealth make it possible also for reckless specula- 
tors at times to secure control of great wealth which does not belong to 
them. Is this an argument against the concentration of control in the 
hands of a single individual ? 

3. Distinguish between a monopoly and concentration of control in 
the hands of a single manager. 

4. What is likely to be the effect of combinations on the profits earned 
by business concerns? What, in turn, is the effect of such combinations 
on prices of commodities ? 

5. Are all businesses which are conducted on a large scale trusts or 
combinations ? 
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It held the stock of the Oregon Short Line, and this line held the 
stocks of so many other companies that it came to be more of a 
holding company than a railroad company, although it owned a 
fair-sized road. A chain of companies like this can multiply 
enormously the power which wealth has to control other wealth in 
business. A dollar invested in a controlling interest in stock can 
control four dollars; and if these 'four are again invested in con- 
trolling interests and the money they control put into more con- 
trolling interests, it is hard to say where the growth will stop. It 
generally stops when the controlling group of men have taken in 
all the property they are competent to manage. Sometimes their 
property grows too big for them, and they make a failure of it. 
All the big railroad systems and most- large manufacturing and 
trading companies have some subsidiary companies whose stock 
the parent company holds. 

Indeed, some companies have nothing to do except hold the 
stock of other companies. When a promotor wants to combine 
several companies and control them, often the easiest way is to 
leave them just as they are but form a new company and buy the 
stock of the old ones. Sometimes a holding company is used to 
control a single company, and when that happens it is generally 
for the piupose of keeping control of a large property in a few 
hands. At one time it took three corporations to control the 
Rock Island Railroad. The Rock Island Co. held the stock of the 
Rock Island & Pacific Railroad Co., which in turn held the stock 
of the Rock Island & Pacific Railway Co., which owned the road 
and ran it. 

1. Mr. Harriman has been described as the greatest benefactor that 
the Northwest ever had. Show how the Union Pacific system has con- 
tributed to the growth, population, and wealth of the Northwest. 

2. Show in general how the concentration of poptilation and the con- 
centration of capital in great business enterprises commonly go hand in 
hand, finding illustrations other than that of the Union Pacific. 

3. Mention the names of a number of business organizers who have 
concentrated in their own hands large control of capital. 

4. The public is interested in business control, not only from the point 
of view of the effect which such control has on prices of commodities, 
but also because such control affects the prices of securities. Show some 
of the ways in which control affects securities. 

5. Review some of the earlier lessons which show the control over the 
price of securities exercised by various kinds of market organizations. 

6. Would it be worth while to break up all big combinations in order 
to prevent the evils which attend combination of capital ? 
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DANGERS OF CONCENTRATION. 

This particular experiment came to grief, and it shows the bad 
side of concentrated control. When people who have put in com- 
paratively little money can control a great deal of other people's 
money they may not care properly for the other people's inter- 
ests. A stockholder can sometimes make money for himself at 
the expense of the people whose property he controls, or he may 
take too many chances with their money because he is risking so 
little of his own. Even Harriman left one road much poorer than 
he found it, though he generally made his roads prosper. 

There is another danger in concentration. It can sometimes 
create a trust and stop competition. When sugar refiners, for 
example, are competing, each one has to put his prices low of 
people will buy their sugar from others. But when the refiners 
get together they may set a higher price, and the only way to get 
out of paying it is to go without sugar. The public is in this way 
drawn into the matter and finds itself vitally concerned with the 
problem of allowing combinations when these become powerful 
enough to fix prices and cut off competition. 

There is a law against trusts or monopolies in this country, 
which prevents combinations from taking in all their competitors. 
A number of combinations have been broken up under this law. 
One of these was the Union Pacific Railroad system, of which we 
have been speaking. Even aside from the law, it has been pointed 
out again and again that it is better for a business in the long run 
not to try to stamp out all competition. To do that, it must 
takeover many ramshackle plants that will never be worth any- 
thing, just to keep them from competing. It can do better by 
taking in only the strong plants and leaving the others to do as 
best they can. 

1. A few years ago there was severe criticism of a number of great 
corporations on the ground that the directors of these corporations left 
their management to a few individuals, especially to the officers in 
charge of the business. What is the duty of a director of a corporation ? 

2. Why is it objectionable to have interlocking directorates among 
corporations? 

3. How far is it essential that an individual who is going into business 
should understand the machinery by which great corporations are 
controlled? Is this matter one which should interest people who are 
not going into business, as for example young women? 

4. The assets of a corporation are very frequently described as includ- 
ing good will and confidence among the large items of the corporation's 
prosperity. What is meant by good will and confid^nq^J 



224 CX>MMUNITY AND NATIONAL LIFE. 

THE PURPOSE OF POOLS. 

Where competiton is sharp, as it often is in modem business, it 
may necessitate devices which will reduce it. For example, one 
of the common ways of easing the strain of competition was the 
formation of a pool. Railroads and manufacturers used to agree 
' on the prices they would charge, or divide up the business between 
them, or divide the profits. After one of these pools had been 
formed in sugar refining, the price charged for refining sugar used 
to go up, and when the pool broke up, the price came down. 
Railroads entered into pools on freight rates and passenger rates. 
Such pools were stopped by law, and regulation of rates was 
undertaken through the appointment of an Interstate Commerce 
Commission, which represents the Government and has power to 
set railroad rates. 

COMMUNITY OF INTEREST. 

After pools had been declared illegal, Judee Gary, the presi- 
dent of the Steel Trust, used to invite his competitors to dinner 
and they talked over the prices they were making and what they 
thought was fair for the trade as a whole, without making any 
definite agreements. Sometimes the same people hold stock in 
different companies, and this is called a community of interest 
When this happens, some of the directors of one of the compa- 
nies are generally directors in the others also: Then we have 
'* interlocking directorates," as they are called. In such cases 
the companies have no official connection with each other, but 
they may act in harmony. Railroads and large banks often have 
representation in each other's boards of directors. It is often 
hard to say whether these arrangements prevent the public from 
getting the benefits of competition or not. 

There can be no doubt that in some cases combinations have 
been disadvantageous to the public. The principle of central 
control, however, is of great importance to modem industry and, 
in the main, business benefits and the public benefits by combina- 
tion and concentration of control. 
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LESSON A-27. CONCENTRATION OF SOCIAL INSTITUTIONS.^ 

It is not in industry alone that concentration and consolidation 
have been going on in recent years. The advantages which can 
be obtained when several small country schools are united at 
some convenient center have led to a widespread movement in 
many States toward the substitution of consolidated schools 
for one-room district schools. 

SCHOOI^ ARE AT FIRST SMALL AND SEPARATE. 

An example of such consolidation is reported at some length in 
a bulletin of the Bureau of Education. In Harrison Cotmty, 
Miss., there were three small one-room schools located at Coalville, 
King, and Oakhead. Each of these schools had a single teacher, 
and the aggregate attendance in all three amoimted to about 60 
pupils. It is easy to see that the one teacher in each school 
would be kept busy taking care of from 15 to 25 pupils. The 
number of classes that had to be held in a single day amoimted 
to more than 30, for there were several classes in geography and 
penmanship and more in arithmetic and reading. The burden 
was increased if the teacher attempted to give special attention to 
the advanced pupils by teaching courses in history and nature 
study. 

The three separate schools could not offer to their pupils any 
instruction of high-school grade, because the time of the teacher 
was wholly taken up with the elementary subjects. Furthermore, 
there was no equipment in the. separate schools for instruction in 
such subjects as domestic science and agriculture because the com- 
munities could not afford to put in such equipment for the small 
number of children who would use it. Even if the apparatus 
had been put in, the teacher could not have given time to addi- 
tional classes. 

CONSOLIDATION OF DISTRICTS. 

The people of the three districts were persuaded to do what 
many other groups of districts have done from Maine to California. 
They consolidated their schools. Near Wool Market post office, 
on the Biloxi River, they secured a fine site of 5 acres. Here 
they built a school building and equipped it with a playground, 
with a domestic science laboratory, and the means of giving courses 

* This lesson was prepared by Charles H. Judd, professor of education, University 
of Chicago. All institutions in which people come together are examples of concen- 
tration. The same principle which has operated in building up industry appears 
in the school and in the chtirch and even in the family, which is the earliest human 
institution. 
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in agriculture. The work of the school was extended by the 
employment of more teachers and by the more economical use 
of the time of all the teachers. As a result, the consolidated 
school was able to give a number of new courses, including some 
high-school courses. The school arranged with a physician in 
the community to give lectures on hygiene. One of the trustees 
of the school, a practical farmer, gave lectures on agriculture and 
allied subjects. 

BBTTER DISTRIBUTION OF TIME. 

Economy in the time of the teachers is always one of the most 
immediate results of consolidation. Under the old district system 
in the Mississippi schools there were, for example, three small 
groups of pupils, all being taught to read in the fourth reader. In 
the new consolidated school the three small groups were all put 
together in a single class, and the time of two teachers was re- 
leased for other purposes. 

TRANSPORTATION. 

Consolidation brought with it a new problem which comes up 
in all cases of concentration, namely, the problem of transporta- 
tion. The original district schools were near the homes of the 
pupils, and as usual in such cases pupils came to school without 
any help from the school authorities. Now that the school served 
a much larger territory, it became necessary to provide the pupils 
who lived far from the building with free transportation. This 
was recognized as a part of the new plan. The school building of 
the consolidated district was so located that a large number of 

1. From how wide a territory can a rural school draw its pupils if 
these pupils have to walk to school ? 

2. From how great a distance can pupils come to a town or city 
school? 

3. How large are the classes in a town or city elementary school? 
For example, how large are the classes in the elementary school you 
attended, beginning with the first grade and considering all of the grades 
up to the high school? 

4. Show that it is economical for the community to have pupils 
taught in classes of 25 or more. 

5. Is it possible. for a class to be too large for proper instruction? 

6. What length of class period in arithmetic or geography would be 
possible in a district school made up of 30 children? Show why a class 
period should not be as short as would be necessary in that case. 

7. What is the difference between a district school and a graded school ? 
What are the advantages of grading the pupils in a school? 
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the children could come as they had before — afoot. For the rest 
a school wagon made the circuit each day and brought them to 
the schoolhouse door. At the close of school the wagon took the 
children home. This tinned out to be in the long run a very 
moderate expense, because it took care of so many pupils that the 
cost for each one was very slight. 

HIGHER COSTS AND SUPERIOR SCHOOI^. 

The new school cost a little more than the three district schools, 
but the people got the value of their money in tw6 ways. The 
new school gave high-school courses, so that a number of pupils 
who would have been compelled imder the old arrangement to 
go to remote high schools were taken care of without the extra 
expense of going away from home. The school oflFered a greater 
variety of courses than had been possible before, and because it 
had more teachers secured a better adjustment of work. For 
instance, one teacher was more interested than the others in music 
and brought up the work of the school in this respect, while 
another teacher specialized in arithmetic, and so on. 

That the people profited by their investment is shown by the 
fact that land in the district of the consolidated school increased 
in value from $10 per acre to $25 per acre. 

THE MOVEMENT BECOMES GENERAI^. 

The consolidated school is a solution of many of the problems 
of rtiral life. At the present time more than 6,000,000 boys and 
girls in the United States live on farms and get in rural schools 
all the elementary education which they receive. In many parts 
of the cotmtry the number of pupils within reasonable walking 

1. Reference is made in the text to a number of new subjects that have 
recently been introduced into the school program. Mention any other 
new subjects which are given in your school or in any school of which 
you know. 

2. Do you know of any activities similar to the lectures on hygiene and 
on farming described in the text ? 

3. Is the school which you attend used at any time by the community 
for community gatherings other than school classes? 

4. Can you show that it would be economical for the community to 
use a school building in the evening and at other times.** 

5. Transportation increases the territory from which the school may 
dmw pupils. What are the limits of territory from which it would be 
advantageous to draw pupils by this method? 

6. Is there a State law in your State which gives a high-school educa- 
tion to pupils living in a district which does not have a high school ? 
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distance of a school has been reduced to eight or six. Some States 
have expressed judgment against small schools by passing laws 
to the effect that where there are less than 12 pupils the school 
must be closed and the district must furnish transportation to 
some neighboring school where there will be enough pupils to 
organize reasonable classes. 

Even where the ntunber of pupils is not so small as to make 
educational work difficult or impossible, the small district school 
has many handicaps. The building is usually bare and ill-kept. 
The playground is small and imattr&ctive, and everjrthing about 
the place betokens the struggle which the school has to keep alive. 
The lonesome teacher gets little inspiration for his or her work. 
The coimty superintendent comes to the school once or at most 
twice a year. 

With consolidation the whole situation changes. The school 
becomes a center for a new community interest. Its very size 
brings to it attention and interest. The other advantages pointed 
out in the illustration come rapidly in the train of community 
interest and pride in the new centraUzed school. 

RIVALRY IN CHURCH ORGANIZATION. 

Consolidation is not limited to the school. A number of small 
towns have seen the wisdom of consolidating their churches. 
The story is told of a little village of 80 families which 10 years 
ago was trying to support three churches. The denominational 
rivalries which had led to the three organizations divided the 
small community of something less than 500 people in all sorts of 
ways. There was a tendency in all matters that had to do with 
town improvement for the people to act in separate groups. 

1. Can you think of objections that would be raised by parents or 
other members of the community to a consolidation of schools ? 

2. Are there any people in the community who are likely to object to 
an increase in the cost of schools? 

3. Why should the State pass a law with regard to the size of schools 
if the separate communities within the State are willing to have small 
district schools? 

4. There are definite rules with regard to ventilation and lighting of 
school buildings. Find out what these rules are and show whether your 
school conforms to them. 

5. Is a playground a necessary part of school equipment? 

6. What other ofiicers beside your class teacher have a part in carrying 
on your school work? Especially, what supervisors are there in your 
school? 
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The Sunday services in each church were attended by a small 
group of faithful people, but even the largest congregation never 
had more than 150. The support of the preachers and the pay- 
ment of running expenses were financial burdens which constantly 
stared the three groups of church officials in the face. 

CONSOUDATION OF CHURCHES. 

The people of the village were finally persuaded that the inter- 
ests of all could be served better by uniting. The combination 
of the three churches when first proposed was rejected by some 
of the people as impossible and as bordering on the sacrilegious. 
The more they thought about it, however, the more they realized 
that the differences in belief between denominations were com- 
paratively slight. The advantages to the town of a single strong 
church organization also became more impressive the more they 
were discussed. Among other points it was brought out that 
the young people would be imited in a single Simday school and 
would as a result be able to continue within the church the general 
social activities which of late had been growing up outside of the 
church. The charities of the town would be better managed 
and the literary and intellectual interests of the people would be 
provided for in an adequate way because carried on in a single 
center. 

So the churches imited. They did exactly what business con- 
cerns have learned to do in order to eliminate wasteful competi- 
tion and reduce overhead expenses. 

1. How is the money necessary for the support of a church collected? 

2. Show on purely financial grounds the difficulty that would be en- 
cotmtered in a community of the size described in maintaining three 
churches. 

3. There are a great many movements within the modem church 
looking toward the consolidation of different denominations. Find out 
about some of these movements and find out also why it is easier at the 
present time to get people interested in union between denominations 
than it was at an earlier period. 

4. Point out the disadvantages to a town of imorganized charities 
conducted by independent agencies. 

5. Get examples of city organizations known as united charities 
and indicate the wisdom of such combinations. 

' 6. What other forms of social organization beside the church have an 
influence on the activities of communities? 

7. What sort of an appeal does one make to the community when 
one is trying to get support for a park or other public improvement? 
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MANY INDIRECT ADVANTAGES OI^ CONSOLIDATION. 

The results of the union were more than could have been 
anticipated. With the imited funds of the three churches it was 
possible to secin^e the services of a irigorous preacher who became 
at once a leader in town affairs. People began to attend until 
nearly everybody in the village went to church. The social 
activities of the one church were easy to carry on, because of the 
cooperation of so many people. General town enterprises en- 
tirely apart from religious matters began to receive better support. 
The need of a village park was discussed at some of the social 
meetings. The church organized a series of moving-picture exhi- 
bitions. The school problems of the community were discussed 
and a new school committee was selected. A number of new 
families moved into town so as to enjoy the advantages. In 
short, a tmited community began to reap the rewards of their 
good judgment in combining their religious and social activities. 

To be sure, there was from time to time some difficulty in 
keeping matters going harmoniously. There were people who 
wanted to dominate the situation for selfish purposes, but as the 
movement got well under way the difficulties became less common 
and easier to set aside. 

SOCIAL INSTITUTIONS EXAMPLES OF CONSOLIDATION. 

Schools and churches are examples of concentration even 
before they are combined in the ways described in the foregoing 
paragraphs. The school is an institution to which a number of 
families send their children because education can be carried 
on there more economically and with better equipment than 
would be possible if each family attempted to educate its own 
children without the cooperation of the rest of the community. 
The church grows out of the desire for cooperative worship. 

1. What are some of the kinds of equipment used for purposes of 
instruction in the school you attend? 

2. Show that a public park is similar to the equipment which is sup- 
plied in your school and make it dear that each member of the commu- 
nity who uses the park gets the advantage of this public property. 

3. Shoi¥ that a public library is community equipment. 

4. Should the community have a collection of scientific specimens 
and a collection of pictures for the use of all of the people? In this 
connection make it clear that such collections can not be owned by indi^ 
viduals. 

What are the advantages in a social way of bringing people together 
: church and in the school? 
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Furthermore, if we follow the organization of schools from 
lower to higher institutions, it becomes evident that the highest 
schools are possible only through the cooperation of larger and 
stronger communities. The nual district can support only an 
elementary school. The town may have a high school. The 
organization of the highest institutions is dependent either on 
the establishment of a large endowment which means concen- 
tration of capital, or on the action of a large community, such 
as a State. 

THE DAY NURSERY. 

The truth of these statements about schools of difiFerent grades 
can be illustrated by a few examples. In cities it is sometimes 
found necessary, under the stress of economic conditions which 
send mothers out of the home to earn wages, to provide cooperative 
protection for children who are too young to go to school. Then 
there are organized day nurseries or kindergartens. These may 
be described as cooperative homes. They put in charge of a 
whole group of children a single nurse or a single kindergartner 
who can do for the whole g^oup what would have to be repeated 
many times over if the children were kept at their homes. 

COMBINATION BRINGS EXPERT SERVICE. 

When it comes to describing schools which do more by way of 
instruction than one of these lowest grades of schools, and even 
in describing the niu"sery itself, one may emphasize the fact that 
consolidation makes it possible to obtain expert service. A 
trained nurse not only takes care of more children than the 
single mother could, but the mu-se does it much more skillfully. 
What is true of the niu-se is still more true of the teacher in an 
elementary school or higher school. Indeed, in the case of schools, 
the State assiu*es itself that expert services are obtained by 

1. Make a list of the experts who are accessible to all members of the 
community by virtue of the cooperative use of their services. 

2. What part does the State take in training expert teachers? 
Explain its action in this respect in terms of the foregoing question. 

3. Where the State does not actually train members of the professional 
class, it frequently requires them to secure a public license before they 
enter upon their activities. Explain the reason for this public license. 

4. The institutions which are discussed in this lesson merge insensibly 
into the Government itself. Show how the Government is an example 
of social concentration. 

5. Show how a system of taxation is an example of concentration. 

6. Is it legitimate to support technical schools out of public taxes? 
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requiring that every teacher pass examinations which show 
that the teacher is especially equipped for the task which society 
has intrusted to the school. 

COMBINATION BRINGS EQUIPMENT. 

Not only does society obtain expert services through com- 
bination, but it also obtains better equipment. This was pointed 
out in the case of the consolidated school in Mississippi. It is 
demonstrated on an impressive scale in the library and labora- 
tories of any well-equipped high school or imiversity. In these 
higher institutions students are gathered from a wide area and 
have better opportunities than could be supplied in the different 
localities from which they come, because the centralized insti- 
tution provides for selected people who represent in concentrated 
form society's demands for a certain type of training. The world 
needs chemists and engineers and journalists and preachers. 
In the higher institutions these needs are provided for economically 
by grouping the educational facilities and the people who can take 
advantage of them. 

The support of a higher institution of learning illustrates 
the principle of concentration as well as the student body and the 
equipment. This support comes from larger taxing units or from 
wealth that in turn represents large fields of business operations. 
Thus, a university may be supported by a large municipality 
or more commonly by the State. A small town could not support 
a university. When endowment is the source of support, the 
location may be in a small town ; but the resources of the institution 
can be traced to the great centers of business. 

What has been said about schools and churdies as examples 
of social concentration could be enlarged by discussion of clubs 
and fraternal orders and all kinds of social institutions which men 
have set up as means of satisfying their impulse to get together 
and of deriving the advantages of cooperative society. 
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CJiapter Vm. 

THE WORKER AND THE WAGE SYSTEM. 



This chapter is devoted to the human element in industry — ^the workers and the 
problems which concern them. The lot in life of each individual is determined by 
his own a,bility and his own efforts, provided the situation in which he is placed is 
such as to make it possible for him to utilize his powers. In like circumstances men of 
unusual talent and industry will always rise above their fellows, but the great mass 
of average men will continue to be dependent principally upon the wages received 
for their personal efforts. Machine industry has been of incalculable advantage to 
society, and the worker has shared in its benefits. His position is far better than 
that of the worker of the past. He is, nevertheless, subject to the uncertainty and 
insecurity that affect all industry. With his employer he is dependent upon the 
prosperity of the business with which he is connected, and he is subject, besides, 
to other risks of his own. Industrial accident, occupational disease, undue fatigue, 
inadequate wage, and inadequate opportunity are among the risks to which he is 
liable. To stabilize and protect industry is the constant aim not only of individual 
business men but of public organizations and governmental agencies. This is for the 
benefit of employer and worker alike. A great deal is done to add to the security of 
the worker not only by the workers themselves but also by individuals and organiza- 
tions outside the ranks of labor, and by society as a whole. 

The vast problem of organizing the Nation's industrial man power for the prosecu- 
tion of the war is discussed in Lesson A-39. Never before had the need arisen for 
production on such an enormous scale, and the country was not prepared for the task. 
In the first months of the war there was little coordination between the Government 
ptirchasing agencies, and no cooperation between the manufacturers who undertook 
to supply unprecedented quantities of materials. A great deal of confusion and 
waste resulted. The necessity for coherent administration was manifest. Order 
gradually came out of the chaotic condition, and a National Labor Program has been 
evolved which is expected to result in complete and effective organization. 



LESSON A-28. THE WORKER IN OUR SOCIETY. 

By L. S. Lyon, 
€f the School of Commerce and Administration of the University of Chicago, 

AND 

C. N. Hitchcock, 
Assistant secretary of the Council of National Defense. 

All through these Lessons m Community and National Life we 
have been noticing different aspects or features of the industrial 
society in which we live. It is a society of specialists, each of 
us working in his own narrow field and through the use of money 
exchanging his products for those of other specialists. It is a 
very interdependent society. Nothing significant can happen in 
even a remote comer of the earth without its consequences being 
felt the entire world over. It is a technological society. Science 

333 
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has enabled us to harness giant forces and to compel them to do 
om* bidding. It is a greatly concentrated society. Industry is 
on a large scale; the ownership of wealth and income is concen- 
trated; population is massed. It is a society whose operations 
are guided and controlled in part by the wishes of its individual 
members and in part by those powerful agencies of social control — 
law, custom, habit, and public opinion. 

THE POSITION OF THE WORKER. 

What do all these facts mean for the worker ? We may be sure 
that his position in this society, while partly determined by his 
own efforts, is largely the result of the situation in which he finds 
himself. Whether for better or worse, his position is that of a 
wage earner. He sells his product, labor, to others who control 
the nattu^e of his activities. 

We must remember that this has not always been true. Indeed, 
the wage system is really quite recent, as human history goes. We 
may pass by without comment the period of slavery. It had some 
good features for the worker. He could not be ''discharged" 
imder that system, and his " employer ** could not well afford to let 
him be underfed, underclothed, or cared for in a way which might 
result in illness or death. A discussion of serfdom may also be 
omitted. It, too, had its good features, but none of us would be 
willing to exchange the individual freedom and the individual ini- 
tiative of our present system for the subservience and stagnation 
of slavery or serfdom. 

THE RISE OF THE WAGE SYSTEM. 

Even after serfdom had passed away in our mother country, 
England, there was not a wage system in the sense that practically 

1. "Ours is a society of specialists." Point out as many ways as you 
can in which this fact affects the position of the worker. 

2. "Ours is a very interdependent society." Point out as many ways 
as you c^tn in which this fact affects the position of the worker. 

3. "Ours is a technological society." Point out as many ways as you 
can in which this fact affects the position of the worker. 

4. "Ours is a greatly concentrated society." Point out as many ways 
as you can in which this fact affects the position of the worker. 

5. "Ours is a society whose operations are controlled by social con- 
trol." Point out as many ways as you can in which this fact affects the 
position of the worker. 

6. "The worker sells his labor to others who control the nature of his 
activities." Show in detail how others control his activities. 
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all workers received wages by working for others, though of course 
there were many cases of people working for hire. As we have 
seen in earlier lessons, the worker was likely to own the raw mate- 
rial on which he worked, to own the tools with which he worked, 
to own the product which he had made, and to fix for himself the 
circumstances and conditions of his labor. And this was true not 
merely of a few people. The whole organization of industrial 
society of that day was drawn on the hypothesis that the worker 
would pass through the period of apprenticeship and become an 
independent worker, master of his own fate. 

In the lesson on the rise of machine industry we have seen how 
all of this has been changed during the modem period. The dis- 
covery of America and other new lands, the improvement of ships, 
the invention of the compass, and other inventions which widened 
the market, made it impossible for the ordinary craftsman to know 
enough about market conditions to sell his goods to the best ad- 
vantage. Specialists arose to perform this work. As was shown 
by the case of the clothiers, the final outcome was gradually to 
put the average worker into a more ** dependent" position. This 
process was greatly accelerated by the coming of the factory 
system with its expensive machinery; its necessity of grouping 
large numbers of workers in a single space in order to use power to 
good advantage ; its requirement of specialized knowledge for both 
production and selling. The artisan had no choice but to work for 
those who could buy the new machinery and who could build the 
huge factories required to house it. 

This change has in many ways been to the advantage of the 
worker and of society as a whole. The amoimt of goods produced 
tmder the new system is tremendously greater than the amount 

1. What was a "master craftsman"? How could one become a 
master craftsman ? 

2. Is the whole organization of industrial society to-day drawn on the 
hypothesis that the worker is to become independent ? 

3. It has been the boast of America that every boy has an opportunity 
to rise to any position in the Nation for which his ambition and faculties 
fit him. Has large-scale production placed any obstacles in the way of 
these opportunities? 

4. What effect has the "industrial revolution" had on the workman's 
ownership of his home and the land on which its stands ? 

5. When was the printing press invented? Do you suppose this in- 
vention had any effect upon the widening of the market? 

6. Do you know of any case where employers have tried to improve 
the conditions of living of their workmen as an aid to efficiency in pro- 
duction ? 
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produced in the old craftsman age. Necessities, comforts, and 
conveniences were made available as they had never been available 
in the past. The worker has shared in these direct benefits; and 
there have been indirect benefits in the form of improved public 
facilities, expansion of educational opportunities, and better con- 
ditions of living generally. His position is better than the position 
of the worker of the past. Since, however, it is wiser to remedy 
evils than to boast of gains, this lesson will be concerned primarily 
with the difficulties in which the worker finds himself under the 
modem wage system and with the devices which are emerging to 
enable him to meet those difficulties. 

THE DEPENDENT WORKER IN A SPECUI^ATIVE SOCIETY. 

There can be no question that there are many elements of 
uncertainty and inseciu'ity in the position of the modem wage 
worker. Some of these arise out of his so-called "dependent" 
position. Being dependent upon the employer for hire, the worker 
can fare well only when he is employed. As was shown in another 
lesson (Lesson C-8) , his own wishes play relatively little part in 
determining whether employment will be available for him. In 
the main, -security of employment is assured only when the posi- 
tion of the employer is secure, only when industry is moving on 
an even keel. 

But industry does not always move on an even keel. It pitches 
and careens. Seasonal fluctuations, panics, crises, depressions, are 
everyday words in our industrial vocabulary. Even when indus- 
try as a whole is proceeding fairly smoothly, individual businesses 
may be far from secure. Our society is a speculative society, and 
speculation means uncertainty. 

1. In an encyclopedia' or industrial history look up the word **guilds" 
and learn what you can of them. Was the market wide or small in the 
time of the guilds? 

2. Why could not all the artisans become factory owners when machin- 
ery came into common use? 

3. If necessary, find out from some industrial history of England who 
the clothier was. How did he contribute to putting the average worker 
into a more dependent position? 

4. '*The position of the worker is better than it was in the past" 
Make a list of particulars in which it is better. 

5. " Ours is a speculative society. " What does the word ''specula- 
tive " mean as it is used here ? Point out the ways in which the worker is 
affected by living in a speculative society. 
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All forms of human endeavor in material things are, or were at their 
beginning, speculation. Every ship that goes to sea carries with it a 
speculation and leaves another one behind it at Lloyd's. Every man who 
insures his life or his house buys a speculation, and every company that 
insures him sells one. The farmer speculates when he fertilizes his 
land, again when he plants his seed, and again when he sells his crop 
for future delivery, as he often does, before it is planted or before it has 
matured. The merchant contracts to fill his shelves long before spring 
arrives; he is speculating. The manufacturer sells to him, speculating 
on the hope or belief that he will be able to buy the necessary raw material, 
and again on the labor, the looms, and the spindles necessary to make the 
delivery. It sounds like **This is the house that Jack built," and its 
endless chain of sequences; a chain, indeed, and one no stronger than its 
weakest link. Interfere with any part of it, end the whole commercial 
structure which it binds together must fall apart. The grower, the 
manufacturer, and the merchant must speculate. 

CI<ASSES OF RISKS FOR EMPI<OYERS. 

It is worth our while to get a fairly clear picture of the kinds of 
risks which the business manager faces in this speculative society 
of ours. A writer on risk as an element of our industrial life 
divides risks into two classes — static and dynamic. 

Static risks include those due to natural causes, such as damage by 
lightning, hail, earthquake, storms, disease, and many others. Risks 
arising from ignorance are a large class, which includes many fires, 
bankruptcies, sicknesses, accidents, early deaths, and failures in business 
from misdirected effort. Carelessness is closely akin to ignorance as a 
cause of damage. Lack of moral character gives rise to a class of risks 
known by insurance men as moral hazards. Dishonest failures, bad 
debts, etc., would fall in this class, as well as all forms of danger from the 
criminal classes. 

1. Can you cite any cases of financial loss arising from ignorance? 
Any arising from carelessness ? Any arising from lack of moral character ? 

2. Have you seen cases of loss brought about by a change in the wants 
of society? Does a change of style reflect a change in wants? 

3. Have you seen cases where loss occurred because of changes in 
methods of production? 

4. The production of shoes begins with the making of machines to 
make machines to make shoe machinery. Is this statement true or 
does production begin even further back? Comment on the risks in 
beginning production so far in anticipation of demand. 

5. "The existence of fixed capital in modem industry makes risks 
greater for the business mgm than they were in mediaeval history." 
Does the existence of fixed capital increase risks? If so, has the business 
man's position been kept secure by other factors which diminished risk ? 
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Other risks may be called dynamic. These are chiefly of two kinds, 
the first being changes in the wants of society. As civilization advances, 
human desires are subject to constant modification and to sudden changes 
in amount and direction. Changes of style which can not be foreseen 
by producers are an example of changes in the wants of society. A 
stock of men's hats which is salable to-day will perhaps be utterly without 
a market next year. A dealer who has an overstock is subject to heavy 
loss. 

The second kind of dynamic risk springs from changes in methods of 
production. These changes give rise to losses to producers. Sometimes 
these losses fall upon those who are attempting to introduce new proc- 
esses. There is the chance that the process may be mechanically 
defective. It may not create the desired commodity as the projector of 
the enterprise expects. If, on the other hand, the dynamic change con- 
sists in offering some new commodity for the comfort and pleasure of 
consumers, the public may fail to give the expected welcome. 

Sometimes these losses fall upon producers in consequence of the intro- 
duction of improved processes by others. There is constant danger that 
an innovation or an improvement of some kind will destroy the value of 
property in which a great amount of capital has been invested. Losses 
of this kind have been exceedingly common in recent years. A notable 
case was the destruction of capital incident to the opening of the Suez 
Canal. The ships, mainly sailing vessels, which wemt around the Cape 
of Good Hope and carried the products of India were not adapted to the 
canal, and an amount of shipping estimated at 2,000,000 tons was rendered 
practically valueless. 

RISKS BECAUSE OF FIXED CAPITAI^ AND INTERDEPENDENCE. 

Two further soiffces of risk may be mentioned. The risks of 
capital invested in business are at their greatest when a large 
amoimt must be put in fixed capital, such as machinery, railroads, 

1. If you buy a share in a railroad that is being constructed, are you 
a risk taker? 

2. Is the boy who spends time and money attending high school and 
college taking a risk that these expenditures will not prove profitable?. 

3. When the war is over, our National Government will cease being 
a large-scale buyer of shoes, clothes, steel, and shells. Are the manu- 
facturers who are now equipping their factories to make these things 
taking a risk? Explain. 

4. Can you see any relation between the risks assumed by the manu- 
facturers mentioned and the profits which they are asking? 

5. When the war is over, the cessation of Government orders will stop 
the operations of many factories. Will this throw men out of employ- 
ment? Be ready to explain how "interdependence" may cause this 
disturbance to affect other lines of business. 
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and permanent buildings. In some businesses millions of dollars 
must be spent and years: of time must elapse before a single bit of 
product is made. In our rapidly changing society it is quite pos- 
sible that a large part of this investment and expenditure of time 
and effort may have been wasted. Wants may have changed; 
new processes may have been invented. 

Then, too, our society is so interdependent that a business man 
may have heavy losses because of happenings over which he had 
no control, and indeed concerning which he may not have known. 
For example, when the present great war began in Europe, the price 
of cotton declined, and many planters and merchants in the South 
failed in business; that is to say, they could not pay their bills. 
Their creditors (and this included banks from which they had 
borrowed and merchants from whom they had bought goods) 
were in some cases forced into bankruptcy also. These creditors 
had still other creditors, and there spread over the South, and 
even into the North, a condition where banks, farmers, and mer- 
chants were affected by the fall in the price of cotton. 

ELEMENTS OF INSECURITY FOR THE WORKER. 

We must remember that we are discussing the risks to the em- 
ployer in modem speculative industrial society because these risks 
affect the worker. They serve to explain why it is that great 
ntunbers of workers are frequently thrown out of employment 
because of conditions over which the workers had no control. This 
is, of course, not saying that all unenxploytnent comes from social 
causes. Some of it is due to the short comings of the individual. 

Even when capital is secure, even when the worker has steady 
employment, he finds himself faced by many other uncertainties. 

1. Ask some merchant if he has ever lost money through a change of 
fashions. Ask some coal dealer how seriously his business is affected by 
a warm winter. 

2. Show why long hours and fatigue increase the dangers of industrial 
accident. Do they increase the dangers of occupational disease? 

3. Are long hours of work and great fatigue caused by the presence of 
machinery, or are they caused by the existence of the gain spirit in our 
society? 

4. What are some machines that harness forces of nature? 

5. It is still a rule of law in many States that a worker, when he takes 
a job, "assumes the risks of the occupation," and that as a result he can 
not recover damages at law if he is injured in the course of his work. 
Does it seem to you that an ignorant workman who seeks employment 
in a steel mill or other large factory can know the risks involved? 
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Industrial accident, occupational disease, fatigue, inadequate 
wage, inadequate opportunity, are all possibilities for the modem 
workers, and in thousands of cases they become actualities. 

ACCIDENTS, DISEASE, AND FATIGUE. . 

Since the incoming jof machine methods the worker in most 
modem factories has never been free from danger of serious phys- 
ical harm. Modem technology has harnessed the forces of jiature, 
and these forces are so resistless that when they escape control, 
their power for destruction is very great. The huge machines that 
are driven by these forces in modem factories are so complicated 
that the worker can not comprehend and understand them as he 
did the tools of earlier days. This fact makes him far less able to 
protect himself from accidents. 

Fiulhermore, modem industry is very interdependent on the 
side of production. A fellow workman starts an engine in a far-off 
building, and a machinist's hand is crushed in the machine he 
was cleaning. A fellow miner is careless with dynamite and a 
hundred men are killed. An inspector in a steel mill is ignorant, 
passes a defective steel beam, and a score of workers using this 
beam in bridge construction are precipitated into a swollen 

stream. 

To the dangers of accident in the worker's position must be 
added the dangers of occupational disease. Lead poisoning, 
floating dust particles, sudden changes of temperature, play 
their part in rendering the, worker's position insecure. 

All these dangers and risks are aggravated by the fatigue that 
comes from monotonous, specialized labor amid the rhythm and 
roar of gigantic machinery and by the long hours of labor that 
prevail in many kinds of work. 

1. The legal precepts stated in the preceding questions gr^w into our 
law when tools were simple and when the size of manufacturing units 
were small. With this fact before you, do you see what is meant by 
men who say that such laws are cases of social control which does not 
fit modem conditions? 

2. Are any trades practiced in your locality that you believe are 
likely to lead to disease of workers ? 

3. Do you know of any industrial accidents that have occurred in 
your community? 

4. Does it surprise you that 20 per cent of the population of our 
industrial States are ordinarily below the poverty line? Is this some- 
times due to the shortcomings of individuals? If so, to what kinds of 
shortcomings ? 
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INADEQUATE WAGE AND INADEQUATE OPPORTUNITY. 

Inadequate wage and inadequate opportunity are unfortunately 
too frequent. The facts concerning this situation admit of no 
dispute. An investigation conducted a few years ago showed 
that in the industrial States of the Nation *' probably as large as 
20 per cent of the population are ordinarily below the poverty 
line. In this computation a purely physical standard, a sanitary 
dwelling and sufficient food and clothing to keep the body in 
working order, defines the poverty line, with no monetary allow- 
ance for intellectual, aesthetic, moral, or social requirements.'* 

The reasons for this situation are not hard to find. They all 
center about the fact that the worker is in "a weak position in the 
bargaining relation. 

HIS WEAK BARGAINING POSITION. 

To begin with, the powers and capacities of the worker are fre- 
quently much more influenced by the amount of food, clothing, 
shelter, and education which his parents have been able to provide 
than they are by any action on his own part. His parents may 
not have been able to give him an even start in life. Suppose, 
however, that they have done so. His bargaining position is 
still weak. The only commodity which he has to sell is labor, 
and he must go in person with this commodity when it is sold. 
This limits his ** market opportunities" very seriously. An 
attractive job offered in another town or in another State may be 
quite out of the question for him. He may not be able to leave 
his home, his family, and his old associates. He may not be 
able to afford the trip involved. 

I "The worker is the victim of all the causes of insecurity affecting 
capital and has others peculiar to his own lot." Is this true? What 
are some of those peculiar to his own lot? 

2. "Responsibility for industrial accidents and even for industrial 
conditions is largely Social. The responsible individual can not be 
isolated." Explain. 

3. What effect has the transfer of thought, skill, and intelligence from 
the worker to the machine had upon the security of the worker's position ? 

4. It is sometimes said that the greatest difficulty with the situation 
in which labor finds itself is that his uncertainties and insecurities are 
cumulative. What does this mean? Does it seem true to vou? 

5. Must the owner of wheat or iron go with his goods if he wishes to. 
market them ? Why must the laborer accompany his la:bor to. market ?• 
What effects does this r^qu^renjHenjt h^ve upon the bargaining^ strength^ 
of the laborer? 

66510«»— 18 16 



242 COMMUNITY AND NATIONAL LIPB. 

Then, too, labor is a very perishable commodity. The part 
which is not sold to-day can never be sold. It disappears and the 
worker receives no income for it. This would not in itself be 
so significant were it not for the fact that the seller of labor seldom 
has a large reserve of money. He can seldom afford to lose any 
income. It is far more important for him to find a quick market 
for his labor than it is for the employer to buy his labor. This, 
of course, makes his disadvantage in bargaining with his employer 
a serious one. 

His bargaining power has been further weakened by the fact 
that speciaUzed machinery has been introduced into many indus- 
tries, so that no special skill is required to do the work. In the 
days when the artisan alone knew the "tricks of his trade," he 
was in a position to bargain for good wages. To-day, when 
"thought, skill, and intelligence have been transferred to the ma- 
chine," hesitation on the part of one wprker to accept a job is 
very likely to mean that it falls to another. 

These difficulties are increased by the fact that the worker has 
typically what is known as a "short-time contract." Usually 
he works by the hour, the day, or the week. He may, accordingly, 
be dismissed at the very first moment at which it is profitable for 
his employer to dismiss him. 

Taking all these features together, it is not surprising that many 
thoughtful people feel that the worker's "freedom of contract" 
does not leave him in a very advantageous position. Nominally, 
he is free to contract as he chooses, to accept or to refuse work 
under given conditions, to drive a good bargain. Actually, his 
ability to do these things in a way satisfactory to himself is not 
very great. 

1. "Our great trouble is the lack of organization in the labor market. 
The market for corn, cotton, steel, etc., is highly organized. That for 
labor is highly disorganized. If it were well organized most of the 
elements of insecurity of the worker would disappear." Why has the 
market for labor remained unorganized as compared with that of cotton? 
What concrete things would make for organization of this market? 
Would it accomplish what is here claimed for it? Is organization of 
the labor market synonymous with organized labor? 

2. Consult the science or geography teachers in your school for infor- 
mation on Government weather reports. Show how these reports 
lessen risks. 

3. Ask the teacher of civics to refer you to information concerning the 
Department of Agriculture and the Department of Commerce. List the 
ways in which these activities of Govermnent lessen risk. 
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THE IvOT OF THE WORKINGMAN. 

A spokesman for labor once summarized the lot of the working- 
man in this language: 

You are a workingman. All your life you have known the conditions 
which surround the lives of working people like yourself. You know 
how hard it is for the most careful and industrious workman properly 
to care for his family. If he is fortunate enough never to be sick, or out 
of work, or in strike, or to be involved in an accident, or to have sickness 
in his family, he may become the owner of a cheap home, or, by dint of 
much sacrifice, his children may be educated and enabled to enter one of 
the professions. Or, given all the conditions stated, he may be enabled 
to save enough to provide for himself and wife a pittance to keep them 
from pauperism and beggary in their old age. 

That is the best the workingman can hope for as a result of his own 
labor under the very best conditions. To attain that level of comfort 
and decency he must deny himself and his wife and children many things 
which they ought to enjoy. They have to forego many innocent pleas- 
ures; to live in poor streets, greatly to the disadvantage of the children's 
health and morals; to concentrate their energies on the narrow and sordid 
aim of saving money; to cultivate the instincts and feelings of the miser. 

The wives of such men have had to endure privations and wrongs 
such as only the wives of the workers in civilized society ever know. 
Miserably housed, cruelly overworked, toiling incessantly from mom 
till night, in sickness as well as in health, never knowing the joys of a real 
vacation, cooking, scrubbing, washing, mending, nursing, and pitifully 
saving, the wife of such a worker is in truth the slave of a slave. 

At the very best, then, the lot of the workingman excludes him and 
his wife and children from most of the comforts which belong to modem 
civilization. A well-fitted home in a good neighborhood, to say nothing 
of a home beautiful in itself and its surroundings, is out of the question ; 
foreign travel, the opportunity to enjoy the rest and educative advantages 

1. What are the causes of unemployment? What is meant by saying 
its consequences are cumulative ? 

2. "Formerly the workman owned the instruments with which he 
worked. To-day the instruments are all owned by another class, the 
capitalists. Now, since without instruments the workman's labor power 
is useless, he is obliged to accept such wages as the capitalist may dictate, 
even though these are far below what the laborer produces. " Write out 
the converse of this argument, showing that the capitalist is at the mercy 
of the laborer. Is either statement correct? 

3. Draw up a list of reasons why the employer is likely to have a 
superior position in the bargaining relation. What of it? In so far 
as evil consequences result from this situation, are they evil consequences 
for the worker or for society at large? 
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of occasional journeys to other lands, is likewise out of the question. 
Even though civic enterprise provides public libraries and art galleries, 
museums, lectures, concerts, and other opportunities of recreation and 
education, there is not the leisure for their enjoyment to any extent. 
For our model workman, with all his exceptional advantages, after a 
day's toil has little time left for such things, and little strength or desire, 
while his wife has even less time and even less desire. 

The best that the most industrious, thrifty, persevering, and fortunate 
workingman can hope for is to be decently housed, decently fed, decently 
clothed. That he and his family may always be certain of these things, 
so that they go down to their graves at last without having exi>erienced 
the pangs of hunger and want, the worker must be exceptionally fortunate. 

This statement of the lot of the workingman is at once an indict- 
ment of an existing situation and an expression of an aspiration 
for the future. This aspiration is laudable in its aims, whatever 
may be its possibilities pf achievement. Most persons will agree 
that its achievement is a matter of a distant future. There is 
no need of a long wait, however, to bring about conditions of 
greater security for the worker. Indeed, society has been steadily- 
engaged at this task for generations, and considerable progress has 
already been made. 

STRUCTURES AND DEVICES MAKING FOR SECURITY OF CAPITAL. 

Since the worker is liable to suffer from the uncertainties in 
which capital and management find themselves, even though he 
has had little, if any, part in bringing about the state of affairs 
which has caused these uncertainties, it is of interest to the worker 
to see the structures and devices which are emerging to render 
the position of capital more secure. 

1. Are risks greater in a changing condition of industry? Why or 
why not? Are risks greater in a wide market? 

2. What is chance? What is its bearing upon the speculative char- 
acter of modem industrial society? As far as this one factor is con- 
cerned, is society becoming more or less speculative? 

3. Illustrate risk being reduced (i) by increasing our knowledge of 
the future; (2) by employing safeguards; (3) by insurance; (4) by spec- 
ulative contracts; (5) by social control. 

4. Is it possible by foresight and calculation to reduce or to avoid 
some of the risks of industry ? All of the risks of industry ? 

5. Does insurance reduce risks or does it transfer risks from the in- 
dividual to society? Grant that it does only the latter, is the function 
socially justifiable? Just what is the function of insurance in modem 
industrial society? 
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In this speculative society of ours we look to the individual to 
make experiments, to try new ventures, and to estimate needs in 
old ventures. Any devices which will reduce uncertainty in these 
ventures, which will provide safeguards against mischances, which 
will enable more accurate knowledge of the character of the ven- 
ture, or which will enable the business man to shift the risk of 
loss to others, serve to make his position more secure. 

INFORMATIONAL DEVICES AND INVENTIONS. 

There are many such devices. Many magazines, ** trade jour- 
nals '' they are called, aid business men to keep abreast of the 
times and to anticipate changes in methods or in organization that 
are likely to affect industry. Similar in their general purpose and 
in their consequences to these privately managed devices are 
various agencies or bureaus of Government. Take, for example, 
the work of the Department of Agriculture and of the Department 
of Commerce. These departments ftunish a wealth of informa- 
tion which enables business men to estimate more accurately 
the conditions which they will face. The Bureau of Crop Esti- 
mates facilitates predictions concerning crops the entire world 
over. The Biu-eau of Markets maintains a nation-wide network 
of telephone, telegraph, and postal facilities which provide ac- 
curate information on marketing conditions. The weather reports 
enable farmers to anticipate to some extent storms, showers, 
**dry spells," and "cold snaps," and to plan accordingly. The 
Consular Service and the various statistical reports on trade and 
industrial conditions render corresponding service to the manu- 
facturing world. 
— I  

1. What attempts have been made in modem industry to give work- 
men a more direct interest in the product of their labor? 

2. If you were a wage worker, would you think it too early to begin 
now to plan to make the industrial disturbance and depression at the 
end of the war as slight as possible ? 

3. In what ways is it charged that immigration increases the inse- 
curity of the position of labor ? Does the argument apply primarily to 
skilled or to unskilled labor? 

4. It has been argued that heavy immigration tends to lower the 
standard of living of the worker in this country. On what grounds is 
this stated? Suppose it is true, what difference does it make to the 
worker? What difference does it make to society at large? 

5. "Society pays pensions to persons wounded in war. It should be 
willing to pay pensions to those wounded in providing society's daily 
subsistence." Is this a soimd argument? 
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Similarly, various devices and improvements serve to reduce 
the risk of shipwreck, fire, explosion, burglary, etc. A modem 
ship is built in compartments as a safeguard against shipwreck; 
fire' escapes are a safeguard against loss of life by fire; safety 
valves against explosions; and btu-glar alarms and safety-deposit 
vaults against burglary. 

SPECUlrATlVE CONTRACTS AND INSURANCE. 

, Of the many other methods which men have devised to lessen 
the risks of industry, perhaps the most important are speculative 
contracts and insurance. Some months ago a house builder felt 
that because of a growing scarcity of materials there was some 
risk that he would not be able to get his materials when he needed 
them. He transferred this risk to others by making contracts 
with people who furnish such materials by which they bound 
themselves to deliver. Such operations are very common indeed 
in oiu" society, and since the persons who agree to fimiish the 
materials are experts in their field, it is safe to assume that the 
risk bearing has been placed upon the shoulders of those best 
fitted to bear it. 

Of forms of insurance we have a multitude. Its purpose also 
is primarily that of enabling a man to shift his risk. Companies 
have been formed which have made careful calculations concern- 
ing the chances of loss from various causes. On the basis of their 
calculations they take small sums, called ''premiums," from a 
great number of persons and from the total of these premiums 
repay losses that occur to any of the insm*ed persons. By means 
of insurance^ business men can now largely free themselves from 
the financial risks that come from fire, wind, rain, hail, lightning, 
theft, wreck, accident, illness, and death. 



1. How does a labor union strengthen the bargaining position of 
labor? 

2. The employer sometimes says that the union interferes with the 
"workman's individual liberty" to work in the way and under the condi- 
tions which he chooses. What can be said for and against this statement ? 

3. What are the main objections of the employer to trade-unions? 

4. What is the final weapon of organized labor in a controversy, and 
how is it effective? 

5. Have there been any recent strikes in industrial plants in your 
neighborhood? What were the causes? How were they settled? 

6. Were the workmen concerned in them organized only locally or were 
they affiliated with one of the national unions? What advantage has 
the worker in being afiiliated with a national union? 
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DEVICES MAKING DIRECTI^Y FOR SECURITY OF THE WORKER. 

It is clear that many devices and institutions are coming into 
existence which tend to make the position of employers more 
secure. Secm'ity of the employer contributes to security for the 
worker, but as we have seen, even if employers were entirely 
secure, there would still be insecurities for the worker. What is 
done to meet the insecurities flowing from industrial accidents, 
industrial disease, fatigue, inadequate wage, and inadequate oppor- 
tunity ? A great many things. Some of them are done by the 
workers themselves, some by persons and organizations outside 
the working class, and still others by society as a whole. 

One of the most important agencies that the workers themselves 
have developed for this purpose is the imion. A union is simply 
a body of workers who agree to act as a unit in establishing rela- 
tions with their employers. Working thus as a unit, they greatly 
improve their bargaining position and are thus able to some con- 
siderable extent to overcome many difficulties mentioned earlier 
in the lesson. In addition to this so-called collective bargaining 
work of unions, most of them promote the welfare of their mem- 
bers in other ways, such as the payment of benefits when their 
members are sick, out of work, on strike, or disabled by old age. 
They have also played their part in bringing about action by 
society as a whole. They have influenced legislation, combated 
child labor, fought excessive hours, and striven for safeguards 
against accident and for proper sanitation in factories. It has 
been said of them that they are impersonal devices to enable the 
worker to cope with the impersonal situation in which he finds 
himself in our modem society. 

THE WORK OF INDIVIDUALS, ORGANIZATIONS, AND SOCIETY. 

Then, too, individuals and organizations outside the rank§ of 
labor itself are contributing to the security of the workers. The 
Consumers League, by urging the public to buy goods made under 

1. Draw up in outline form a statement of the relation of vocational 
guidance to the security of the worker. Do the same for employment 
agencies. 

2. " Industrial success is personal, not social. The existing social 
system is not keeping men at the bottom. It is their own personal 
deficiencies that keep them there." Give reasons for or against. 

3. Why do employers engage in welfare work ? Is it to furnish incen- 
tive to labor? Is it on humanitarian grounds? Is it because it pays? 
kre there other possible reasons? 
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proper conditions of labor, plays its part. The various individuals 
and associations which promote vocational guidance, safety de- 
vices, public health, employment management, employment 
agencies, and private insurance systems play their parts. An en- 
couraging feature of the struggle of the worker for security is f oimd 
in the fact that in many respects security for him spells sectuity 
for others. Others, accordingly, find it to their interest to help 
him. 

And we must not overlook the part which society as a whole is 
playing. Minimiun wage laws, factory-inspection laws, provisions 
for social insurance, workmen's compensation acts, provisions for 
vocational education, laws restricting the number of immigrants 
who are admitted to the coimtry, civil-service laws providing for 
stability of employment, make a fairly long list of the ways in 
which society is helping. The list is, however, only a part of the 
great protective codes which are being developed by a society 
which is becoming conscious of the need of safeguarding its workers. 

THE WAGE SYSTEM IS NEW. 

We must remember that our modem system of industry is very 
new. It is too new for us to understand all its complex elements, 
and we accordingly improve it but slowly. We find, too, that each 
element of the problem is so related to others that there is always 
danger of a radical change in one element increasing our difficulties 
in other elements" Perhaps the newness of the wage system should 
encourage us. We may reasonably hope that when we have had 
time better to imderstand our economic system, we shall find ways 
so to improve it that the position of the worker will be vastly better 
than it is to-day. 
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LESSON A-29. THE WAR LABOR ADMINISTRATION.* 

Modem war, we have learned, is a war of specialists. Every 
nation of Europe has learned that if it is to meet the strain which 
the war has imposed on it, the whole nation must be used in the 
struggle. Each citizen must be put in the place for which his 
training and ability best fit him. Some men are more useful for 
fighting at the front. Other men are more useful in the shops. 
Still other citizens are best fitted for positions of authority, to 
direct and manage different branches of the work. The whole 
situation presents a vast question of organization, a problem 
which the British have termed that of the proper utilization of 
**man power." 

THE ORGANIZATION OF THE NATION'S MAN POWER. 

As soon as the United States entered the war the same problem 
presented itself to her. How could the Nation be organized so that 
each individual in each community could devote his effort and 
energy to the conduct of the war with as little waste as possible 
of his particular talents and training? The selective draft was 
the answer as regards the military forces of the country. The men 
who can best be spared from industries necessary for making war 
supplies and from home responsibilities are selected for service in 
the fighting forces of the country. But this was only a small part 
of the problem. Plans had to be made for using iii the most effec- 
tive manner the men who were left at home. 

This country, like the other warring nations, finds that it needs 
vast increases in its supply of guns, ammunition, aeroplanes, shops, 
uniforms, and the many other vital products which the prosecu- 
tion of war demands. New plants have to be constructed for these 
purposes, and old plants which formerly were engaged in making 
goods for peace-time needs only, have to be devoted in whole or in 
part to the new work necessary for the war. In order to carry 
out this purpose, many workmen who were formerly engaged in 
the manufacture of these less important products have to be 
transferred to other forms of work more urgently needed. In 
addition, matters must be conducted so that there will be as little 

* The material for this lesson was supplied by William B. Wilson, Secretary of Labor. 
It shows the necessity of a coherent administration of the " man power" of the Nation 
in the present national emergency and the steps which are being taken to provide 
such an administration. Lemons B-28, Women in Industry; B-29, Labor Organiza- 
tions; B-30, Employment Agencies; B-31, Employment Management; C-29, Child 
Labor; C-30, Social Insurance; and C-32, Housing for Workers, contain much addi- 
tional material on war labor matters. 
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waste as possible of the effort of all workers. This, then, is the 
man power problem of America. 

How is it to be solved ? Before coming to the steps which the 
Government is taking to meet it, let us look a little f mther into the 
ways in which man power may be wasted in time of war. 

WASTE OF MAN POWER. 

First, there is the interruption in work which may be caused by 
industrial disputes. When the employer and his workmen fail to 
agree, the workmen, in order to force the employer to meet their 
demands, may stop work entirely or the employer may " lock out" 
the workers. Such an interruption is serious enough in peace 
time, but in time of war it may mean delay in producing vital 
supplies which are needed by the Army at the front. The 
Government must be prepared to watch closely the conditions 
in industry so that if a dispute threatens, it can step in and through 
conciliation or arbitration help the employer and his men to reach 
an agreement. 

Another way in which man power may be wasted is through 
lack of means for placing workmen on the kind of work which is 
most important for the conduct of the war. At the present time 
the vital need of this country is ships to defeat the submarine and 
to carry an unending stream of American supplies and men to 
support the allies on the western front. Suppose that a ship- 
building company at Newport News, Va., needs riveters to com- 
plete the vessels building on its ways. In St. Louis, Mo., there 
are men working on the construction of steel buildings whose work 
is very similar to that of the riveters on ship work. The steel 
buildings are not vitally needed at the present time for the prosecu- 
tion of the war. The Government must have some way of know- 

1. Find out what are the main classes of men specified in the selective 
draft. 

2. How many of your acquaintances have moved from one line of 
industry to another since the war began ? What reasons did they assign 
for moving? Was it generally the offer of higher wages? Is that the 
way in which we apportion Our man power in times of peace ? Is it the 
way the French and Germans have organized their man power? 

3. "The Germans have succeeded as well as they have because for 
more than a generation they have been studying carefully the structure 
and organization of industrial society. Now that they are engaged in 
work which requires them to utilize all parts of society, they know just 
where to turn and what to do." This statement is overdrawn, but what 
is its lesson for us? 
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ing that these men can be obtained in St. Louis and for sending 
them to Newport News. Some form of distributing agency, 
therefore, must be set up, which will be in touch with the supply 
of labor in all piarts of the country and which can help to place 
that man power where it will be of the greatest use. 

This involves, it will be seen, some way of regulating wages so 
that the men will not lose by leaving St. Louis to go to Newport 
News. Otherwise they would be tempted to adopt work which 
might pay thetii more than the ship work, but which would be far 
less important for the successful prosecution of the war. 

GOOD UVING CONDITIONS MUST BE PROVIDED. 

But the problem goes much deeper than this. Let us suppose 
that through a system of National employment agencies the Gov- 
ernment has determined that men for shipbuilding can be ob- 
tained in St. Louis and that it has succeeded in sending them to 
Newport News. But suppose that when they reach Newport 
News they find that no living quarters have been provided for 
them. The shipbuilding work has been emergency work, and 
neither the company nor the community has been able to expand 
their housing accommodations rapidly enough to meet the needs. 
The men find that they have to live in insanitary quarters, or if 
they are married men, that there is no place to put their families. 
Perhaps even there are no houses for them at all. It will immedi- 
ately be seen that these men will not be able to remain there under 
such conditions. If the Nation is to use this man power as it 
should be used, the Government must provide housing for these 
workmen. 

1. "War uses the whole nation, and the administration of that nation's 
industries must be centralized if the best results are to be secured." Find 
out what the British Ministry of Munitions is and how it is related to 
Great Britain's industries. 

2. Have you heard of any cases of interruption of work in munition 
plants? How would you define a munition plant? 

3. Do you think that the statement concerning the seriousness of 
interruption of work in time of war is overdrawn? Could an interrup- 
tion of this sort really result in a lost battle ? 

4. How would you define "conciliation"? How would you define 
"arbitration?" 

5. "If employers could only realize that the various activities of the 
workers and of their unions are merely efforts, sometimes wise and 
sometimes imwise, to get a more secure position in our modem industrial 
system, they would be more tolerant of these efforts and industrial peace 
would be promoted." What does this mean? Do you think it is true? 
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WASTE THROUGH POOR WORKING CONDITIONS. 

There are still other chances for waste. Men can not be han- 
dled like machines. Unless provision is made for seeing that 
their conditions of employment are adequate and fair, that proper 
measures are taken to safeguard their health, that the sanitary 
conditions about the shops are correct, and that their hotu-s of 
work are not too long, their efficiency will be impaired. In Great 
Britain at the beginning of the war the munitions workers were 
asked to work tremendously long hours, sometimes as many as 
lOo or more per week. For a time the output of munitions was 
increased, but it was found that after a few months the health and 
morale of the workmen were endangered, and that their output 
was falling away. It must be within the function of the depart- 
ment handling man power, therefore, to see that efficiency in 
plants is promoted by proper safeguards of the conditions of work 
and that the management of the men is sympathetic and intelligent. 

THE NEED OF A SPIRIT OF COOPERATION. 

Finally, and most important of all, perhaps, if the workmen are 
to produce the best and most effective results, if man power i§ to 
be raised to its highest efficiency, the men must be enthusiastic 
and whole souled in their efforts, must realize the meaning of 
the work which they are doing and must have thorough confidence 
in the Government and in the Nation's purpose in the emergency. 
Furthermore, any successful administrative organization in a 
democratic country must have behind it the public opinion of 
the Nation as a whole. There must be no suspicion or misun- 
derstanding. 

1. The determination of relative importance of war work is sometimes 
called a determination of priority. Try to find out the relative priorities 
of several war commodities. 

2. What does this statement mean: "It is highly essential that we 
establish priorities of labor demand." Why is it essential? 

3. Can you point out any cases within your own knowledge where 
workmen are not being used in the most effective way for the prosecu- 
tion of the war? 

4. The war has shown the necessity of intelligent distribution of men 
for its prosecution. Would this be equally advantageous in peace time? 
Tell why you answer as you do. 

5. Are there any employment agencies in your neighborhood, either 
public or private? If there are, arrange to visit one and find out what 
steps are taken to find unused labor and supply it where it can be 
employed. 
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The development of a spirit of cooperation and of a sound public 
sentiment on labor matters is one of the most difficult problems of 
the war. After all, our ideas on industrial relationships are not 
very clear-cut. There is no generally accepted policy concerning 
the wise and proper relations between labor and capital, and it 
will be hard work for the Nation to formulate such a policy. There 
is no person or group of persons who can speak for labor as a whole, 
no person or group of persons who know the wishes of capital as a 
whole, and no person or group of persons who can satisfactorily 
represent the general public. The situation is made worse by the 
suspicions and jealousies which arise out of the conflicts of the 
past. The department of Government in charge of the mobiliza- 
tion of OUT man power has before it a serious task in formulating a 
national labor policy which will receive the enthusiastic and whole- 
souled support of the Nation. 

% 

THE EARLY DAYS OF THE WAR. 

It is not surprising that the reorganization of our Nation's 
industries to meet war needs was attended with considerable con- 
fusion. We had long been a Nation unused to war, and our in- 
dustries were not catalogued and classified with the idea of making 
them serve war. The various production departments of our 
Government, all zealous to be of the greatest service to the Nation 
in the shortest possij^le time, began placing contracts with indi- 
vidual business houses according to their knowledge of firms and 
capacities. The Ordnance branch of the War Department placed 
orders for guns, ammunition, and metal equipment of many kinds 
with the firms it knew about. The Quartermaster branch of the 

1. In case the United States has no system of registration of workers 
and plants, what can be done about mobilizing our industrial resources ? 
Will a Federal employment agency system help? Can labor unions 
help ? Can employers' associations ? Can chambers of comi^ierce ? Can 
committees of the various industries? 

2. It is said that England has used seven hundred million dollars for 
housing of its war workers. Do you think we are likely to use as much ? 

3. "One of our great difficulties these days is the concentration which 
has occurred in the placing of contracts. It has caused congestion of 
traffic and has seriously delayed production." Give as many reasons as 
you can why this congestion is delaying production. 

4. Name some trades for which we have not a sufficient number of 
trained men to meet war needs. Do you know of any specific cases in 
which something is being done about the matter? 
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War Department placed orders for shoes, clothing, food, and mis- 
cellaneouB equipment, sometimes with the very same firms and 
nearly always in the same districts. The Signal Corps did the 
same with its orders for aeroplanes, telegraph and telephone 
instruments. The Navy and the Shipping Board used to a con- 
siderable extent the same firms and the same districts, although, 
of course, shipbuilding operations were conducted along all the deep 
waterways of the country. 

The final outcome of it all was that the industries in the State of 
New York received over one-fotu"th of all of the contracts for Gov- 
ernment material, aside from shipbuilding; three States received 
over half of the orders, and seven States over three-fourths. This 
brought about a very difficult situation in relatively small districts 
of otu" country, for the total orders placed ran far up into the bil- 
lions of dollars. 

WASTE BY EXCESSIVE I.ABOR MOVEMENT. 

It is easy to see how this concentration of contracts increased 
the probability of wasting the man power of the Nation. Work- 
ers had to be moved in great numbers from districts where they 
were not needed to the districts where war supplies were made. 
In the undeveloped state of our employment agency systems, this 
meant that hundreds of employers used their own methods of 
advertising for workers and of inducing the workers to move 
their plants. Of course the device most commonly used to induce 

1. "The question of labor supply will not be as important in this 
country for montfls to come as it has been in England. Scarcity of 
shipping limits the quantity of materials which we can send abroad, and 
therefore limits the quantity it is wise to produce." Does this seem to 
you a good argument ? 

2. "There is of course a scarcity of satisfactorily trained labor in cer- 
tain pursuits. There is also a scarcity of sufficient kinds of labor in 
districts where contracts are congested. Taking the country as a whole, 
however, the problem is not one of labor scarcity but of proper labor 
distribution and effecftive utilization of our man power." Do you think 
this is true ? 

3. Do you know of any industrial plants which maintain training 
schools for their workers? If so, have they established these schools 
since the outbreak of the war? 

4. "The problem of training our industrial workers has been very 
much simplified by the decision of the War Department to train the 
* specialists ' they need from the ranks of enlisted men rather than 
drawing these specialists from industry." Name some specialists the 
army uses. Do you agree with the quotation? 
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them to move was that of offering higher wages. The various 
firms began to bid competitively for labor. Labor moved from 
place to place seeking the highest wage. 

This movement was increased by the fact that in very few 
places did the worker find living conditions which were at all 
satisfactory. Lodgings, restaurants, and places of amusement in 
these war-industry towns were literally overwhelmed, and yet 
the local communities hesitated to increase such facilities lest the 
war should soon be over and money be lost on the improvements. 

Conditions of labor in the plants were also frequently un- 
satisfactory. Many plants were built hurriedly, or hastily re- 
modeled, and safety and sanitation were not properly looked 
after. In other cases, new processes and new chemicals rendered 
the work dangerous. Most firms in their haste to serve the 
Government by turning out war materials did not give thought 
to the wisdom of setting up systems of employment management 
which would enable them to select their workers carefully, train 
those who needed training, safeguard conditions of living and labor, 
and in general secure a body of contented workmen. 

THE INCREASE OF I<ABOR UNREST. 

Such conditions of course meant a great deal of restlessness and 
*' labor unrest" among the workers. When men are suffering 
hardships they do not always stop to think whether anyone is 
really to blame; they accuse the first person who comes to hand, 
and the traditional conflict between the worker and the employer 

1. What is meant by "Employment management*'? 

2. Scientific study both in England and the United States has shown 
a direct relationship between nervous strain, fatigue, and diminished 
production. Show why this is true. 

3. What bearing does strain have on accidents? Name several ways 
in which accidents have a demoralizing effect on output. 

4. How can a refusal on the part of the employer to listen to grievances 
presented by his workmen interfere with .the output of his plant ? 

5. Can you suggest any ways in which the strain produced by the war 
might magnify the danger of dissatisfaction in factories ? 

6. In what way can a scientific study of the capacity of workmen be 
utilized in making discharge infrequent ? 

7. Why do some managers consider that the unrestricted right to 
"hire and fire" is essential to successful management? 

8. Give some examples of cases where the need for discharge is only 
apparent, not real. 

9. Why is indiscriminate discharge of workmen wasteful ? 
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led the worker to think in terms of the employer's injustice in 
not providing proper conditions of living and work. The charge 
was also spread in part no doubt by German sympathizers, that 
this is a capitalistic war and that the employers were "profiteer- 
ing." Perhaps the makers of the charge did not know of the 
many steps being taken to eliminate profiteering. 

On the other hand, the employers felt that they were offering 
higher wages than had ever been offered before and that both for 
this reason and because of the national need, output should have 
increased instead of falling off as it did. The spirit of coopera- 
tion so essential to good results in industrial matters lessened 
in many factories and in many districts. The suspicions and 
jealousies of the past were not diminished; they were increased. 
In the first few months of the war, industrial disputes were several 
times as numerous as they had been in the corresponding period 
of former years. 

EARLY EFFORTS TO REMEDY THE SITUATION. 

It must not be supposed that our responsible officials did not 
know how serious the situation was, and were not doing all they 
could to remedy it. The Council of National Defense set up 
a ** committee on labor" which did a great deal of good work in 
helping to formulate a National Labor Policy and in assisting to 
maintain the peace-time standards of good conditions of work. 
The Shipping Board, the Ordnance Department, the Quarter- 
master Corps and the Navy Department set up labor bureaus 
(generally called "industrial service sections'') to deal with labor 
matters connected with the production of war materials, and some 



1. Find out what the National Safety Council is. They will be glad 
to give information concerning their work. 

2. Find out what the Federal Employees Compensation Commission is. 

3. What does the expression "industrial relationships" mean to you? 

4. How does it happen that no person or group of persons can speak 
for labor as a whole and that tHe same thing is true of capital as a whole ? 

5. What does the expression "National Labor Policy" or "National 
Labor Program" mean to you in specific terms? 

6. "The situation is made worse by the suspicions and jealousies which 
arise out of the conflicts of the past." What does this mean? 

7. Suppose you had been in charge of one of the production depart- 
ments of our Government in the early days of the war, would you have 
waited until oty: industries had been catalogued and classified or would 
you have placed contracts according to your knowledge and according 
to the information you could get from others? 
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eight adjustment boards were established by various agencies 
whose duty it was to prevent industrial disputes or to settle them 
if they did take place. 

THH NECESSITY OF COHERENT ADMINISTRATION. 

As time went on, however, it became clear that the Nation's 
man-power could not be satisfactorily organized by many differ- 
ent agencies working more or less at cross purposes in spite of their 
most patriotic efforts to work together. Confusion arose among 
the various production departments of the Government in their 
poHcies of adjusting disputes, handling the distribution of labor, 
safeguarding conditions, and developing a spirit of cooperation. 
It is easy to see how this might occur. A given business plant 
might have contracts from all of these production departments,, 
and if their policies on a given matter differed, the broth would 
be ruined by the multiplicity of cooks, even though the cooks 
were all good ones. 

Whole districts might become confused because of these con- 
flicting policies as readily as an individual firm. The story is told 
that in a certain district one adjustment board fixed wages of 
$5.40 per day for a given grade of workers, and a few days later 
another adjustment board fixed the rate for the same kind of labor 
in the same district at $4.60. It is clear enough that such con- 
flicting decisions would cause great difficulty in every plant which 
hired this kind of labor throughout the entire district. Accounts 
flowed in repeatedly of cas6s where, through their contracting 
firms, the production departments were bidding against each other 
for labor and thus contributing to an increase of inefficiency and 
dissatisfaction. 

1. Find out how our manufacturing industries are distributed. Would 
it be reasonable to expect that the contracts for war materials would be 
evenly distributed over the Uxiited States ? 

2. Show how the concentration of contracts meant congestion of trans- 
portation facilities. Show how the congestion of transportation facili- 
ties meant more or less disruption in all our industries. 

3. "The Garfield fuel order was not a fuel order at all; it was a trans- 
portation order designed to relieve the congestion of our transportation 
system." Do you think there is any truth in this statement? 

4. We are building both wooden and steel ships, not to mention the 
composite ships. Find out in what regions the wooden ships are built. 
Why were these regions selected? 

5. *' Anything which disrupts industry lessens the output of the 
worker." Is this true? 

66510°— 18 17 
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THE INTERDEPARTMENTAL COMMITTEE. 

Matters reached such a stage that the production departments 
themselves urged a change. The Council of National Defense at 
the request of the War Department, the Navy Department, and 
the Shipping Board appointed a so-called " interdepartm.ental 
committee, " whose duty it was to analyze the situation and bring 
in recommendations for improving it. On December 20, 191 7, 
this committee reported that in their opinion the man power of 
the coimtry would continue to be wasted tmless a national labor 
policy was worked out and a coherent labor administration given 
to that policy. They urged that oiu" responsible ofl&cials organize 
or designate for the administration of labor matters an agency 
comparable to the agencies which were administering our food, 
fuel, and trade. On January 3, 1918, the Council of National 
Defense acted favorably upon this report and sent it to the Presi- 
dent of the United States, who the very next day authorized the 
Secretary of Labor to set up a war labor adninistration. 

The Secretary of Labor, aided by an advisory council which he 
summoned to assist him, began at once to work out his plans. 

THE LABOR CONFERENCE BOARD. 

One of the first problems to approach and one which will require 
continuing attention throughout the war and in years thereafter 
was that of developing a National Labor Program. The com- 
mittee on labor of the Council of National Defense had already 
done some work along this line, and various bits of policy had 



1. There have been wastes of the man power of the country in its war 
work. Have any of these wastes been due to poor management on the 
part of factory owners? Have any been due to poor management on 
the part of the Government? Have any been due to the workers? Can 
anyone determine who has been mainly to blame ? Can it be said that 
the chief trouble has been a faulty knowledge and control of our whole 
industrial society? 

2. Draw up a list of reasons why there has been a heavy labor turnover 
in the war industries. 

3. It is charged that in some cases the higher wages caused the workers 
to work a smaller number of days a week. Do you think this could 
have occurred? 

4. Draw up a list of all the reasons you can think of why the war 
conditions increased labor unrest. 

5. Would you include in such a list the general restlessness which 
everyone feels under war conditions? 
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been worked out by the production departments of the Govern- 
ment. It was decided to round out this program by calling 
together five nationally known representatives of workers, five 
nationally known representatives of employers, and two repre- 
sentatives of the public to work out a series of agreements or 
imderstandings on the basis of which labor and capital may work 
together cordially during the period of the war. 

THE NATIONAL WAR I^ABOR BOARD. 

This "Conference Board" recommended the creation of a 
National War Labor Board, to be constituted in all respects like 
the Conference Board, for the purpose of settling by mediation 
and conciliation every controversy between employers and workers 
in the field of production necessary to the effective conduct of the 
war. 

The Conference Board set forth a series of principles and policies 
by which it is hoped to secure to the employer maximum pro- 
duction and to the worker the protection of his economic welfare, 
the prime purpose being to prevent strikes and lockouts diuing 
the war. In substance, the findings were as follows: 

The right of workers and of employers to organize for the purpose of 
collective bargaining is recognized and affirmed. Existing *'open shops" 
may continue to be open an^ "union shops" may continue under union 
regulations, and the continuance of present conditions in this respect 
shall not be deemed a grievance. Established safeguards for the health 
and safety of workers shall not be relaxed. Women who perform work 
ordinarily done by men shall receive the same pay as men. The basic 
eight-hour day shall apply in all cases in which existing laws require it; in 

1. The owner of a very large plant showed that his contracts with the 
United States Government would enable him to make a profit of $250,000, 
whereas the use of that plant in ordinary business operations would have . 
yielded a profit of a million and a half. There are many similar cases. 
How do you account for the fact that these cases do not become widely 
known ? 

2. What should a war labor administration seek to do? Should it 
provide for the workers' welfare or should it stimulate production ? Are 
the two antagonistic? 

3. Apparently high wages do not necessarily mean increased output. 
Does this lead you to suspect that wages are only one point and perhaps 
not the most important point in the relations between labor and capital ? 
What are some of the other points ? 

4. "Our war preparation has not been as eflPective as we should have 
liked." Does this mean that a charge of disloyalty could properly be 
made against either workers or employers engaged in war industries? 
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all other cases the hours of labor shall be fixed with due regard to govern- 
mental necessities and the welfare of the workers. Maximum production 
in all war industries shall be maintained. For the purpose of mobilizing 
labor, lists of. available workers shall be constantly furnished to the 
Department of Labor by trade-unions, employment bureaus, and man- 
agers of industrial establishments. The customs of localities concerning 
labor conditions shall always be considered. The right of workers to 
a living wage is declared, and the minimum rates of pay shall be sufficient 
to iraintain the worker and his family in health and reasonable comfort 

The Secretary of Labor promptly appointed as members of the 
National War Labor Board the same men who had served on the 
Labor Conference Board. The President then issued a proclama- 
tion in which he approved the appointments and defined the 
powers and duties of the new board in full accordance with the 
recommendations of the Conference Board. 

LOCAL MACHINERY TO CARRY OUT THE NATIONAL PROGRAM. 

Of course a National Labor Program must be carried out in the 
individual industrial plants and in the local communities. In the 
individual industrial plants there is much work to be done by 
way of setting up appropriate local machinery. The American 
business men are alert and progressive, but relatively few of them 
have realized as fully as they should that labor is a *' factor in 
production " which is just as significant as finance, or buying, or 
selling. Just as we have treasurers and auditors and purchasing 
agents and sales agents, so we should have ** employment man- 
agers ** to supervise and care for labor in production. 

COMMUNITY COUNCILS. 

As for the organization in local communities, the Council of 
National Defense is promoting a system of ** community councils " 
which will be very helpful in this matter. It is urging the several 

1 . Show in detail why conflicting decisions of adjustment boards might 
embarrass a whole industrial district. 

2. Give as many reasons as you can why the Nation's man power can 
not be satisfactorily administered by many agencies, but requires one 
agency. 

3. Find out what the British Treasury Agreement was. 

4. Make a list of the ways in which the War Labor Administration can 
aid our business firms through the promotion of employment manage- 
ment. 

5. Is there a "community council" in your neighborhood? If so, 
what is it doing? If not, why is not one organized? 
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State councils of defense to organize as their local agencies, even 
in the smallest communities, ** community councils," so as to 
mobilize and make available for war purposes the efforts of the 
whole people. It points out that while the organization of the 
community council must vary in different localities, the school 
district is especially well adapted to serve as the basis for this 
comnjunity organization. The school district is nonpolitical, is 
small enough to promote individual contact with every citizen, 
supplies a meeting place in each district, is an established center 
of information and education, has in the school principal or 
faculty a tried agency through whose assistance community 
organization can be quickly effected, reaches children and parents 
alike, and in the cities is to a large extent already in touch with 
our alien population. 

THE VARIOUS DUTIES OF THE COMMUNITY COUNCILS. 

These community councils will be available for a great deal 
of work other than that connected with mobilization of our 
man power, such as community meetings and rallies; patriotic 
education through the distribution of literature and instruction 
in the schools; assistance in various ways in food production, food 
conservation and food administration; the fostering of Ameri- 
canization, the development of community safeguards against 
fire, violence, and disease; the promotion of community thrift 
and community subscriptions; soldiers' aid work in cooperation 
with the Red Cross, the exemption boards, the postal authorities, 

1. What is the Commission on Training Camp Activities? 

2. Some one has said that three essential things must be done: (a) 
Get a National Labor Program; (b) get local machinery in which it 
may be carried out; (c) get a good administrative organization to work 
the program through the local machinery. Are these three elements 
recognized in the proposed War Labor Administration ? 

3. Work out a list of the duties which you think the adjustment serv- 
ice of the War Labor Administration will have to perform. 

4. Work out a similar list for the Information and Education Service. 

5. Why should it be necessary to have a Woman in Industry Service ? 

6. Will the United States Employment Service need to know con- 
cerning living conditions and wage rates before sending a worker to a 
plant? 

7. How do the wages paid women compare with those paid men on 
like work? Great Britain has found it wise to assure women engaged 
on skilled work the same wages paid the men whom they replace. Why 
was this regarded as important? 



262 COMMUNITY AND NATIONAL LIFE. 

and the Commission on Training Camp Activities ; and the execu- 
tion of various requests issued by the National Government and 
by State and county councils. 

THE WAR LABOR ADMINISTRATION. 

We must have, first, the National Labor Program, and, second, 
the local machinery through which it can be carried out; but 
this is not all. There must be in the War Labor Administration 
a set of agencies whose duty it will be to organize and promote the 
administration of this program. The Federal Department of 
Labor is reorganizing some of its old bureaus and is setting up 
new divisions or services. Out of these will emerge the War 
Labor Administration. The chief elements of this War Labor 
Administration will be these: 

(a) An adjustment service, to deal with industrial disputes. 
The National War Labor Foard will perform this function. 

(6) A Conditions of Labor Service, to administer conditions of 
labor in business plants, such as safety, sanitation, and hours of 
work. Good standards on such matters have already been worked 
out by the committee on labor of the Council of National Defense, 
by the National Safety Council, and by the Federal Employees 
Compensation Commission. It remains to secure nation-wide 
application of these standards through the activities of the Federal 
and State bureaus of labor. 

(c) An Information and Education Service, to promote sound 
sentiment generally on labor matters and to provide local machin- 



1. The United States Employment Service tells employers that it is 
best for them to secure all their help through the service; otherwise 
men may be sent to plant, only to find that the place has already been 
filled. Does this seem to you a reasonable position for the service to 
take? 

2. What is an organization chart? Can you draw an organization 
chart of the War Labor Administration ? 

3. If there are factories in your community engaged in munitions 
work, has the war necessitated the building of any new houses for work- 
men? 

4. Can you suggest any ways in which a war housing program might 
make a permanent contribution to society ? 

5. Can you suggest any labor problems which may occur when the 
war is over and the Army is disbanded ? In what ways would an effective 
employment agency system be useful in this after- the-war problem? 

6. Do you know any industrial plants in which it is fully recognized 
that labor is as controlling a factor in production as is finance? 
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ery and policies in individual plants, including such matters as 
the development of proper employment management methods. 

(d) A Woman in Industry Service, to correlate activities of 
various agencies dealing with this question. 

(e) A Training and Dilution Service, whose function it will 
be to train unskilled workmen where needed for skilled men's 
work. 

(/) A Housing and Transportation of Workers Service, to 
provide good Uving conditions for the workers. Congress has 
already appropriated $50,000,000 for the building of houses at 
shipyards and another $50,000,000 has been asked to provide 
houses for workers in other war industries. In some cases, not 
houses but better transportation facilities to regions where houses 
already exist will need to be provided. 

(g) A United States Employment Service, whose function it 
will be to keep in touch with the labor supply in all parts of the 
country and to proctue men for war work wherever they are 
needed. The importance of this service has been so well recog- 
nized that Congress and the President have made it possible for 
the service to have over a million dollars to expend before the 
ist of July of 1918. 

(h) A Personnel Service, which will be charged with the respon- 
sibility of selecting the personnel for the War Labor Adminis- 
tration. 

COOPERATION WITH EXISTING AGENCIES. 

This War Labor Administration which is centered in the 
Department of Labor will not attempt to supplant but merely 
to supplement the existing agencies dealing with labor matters 
which have been developed in the War Department, the Navy 

1. Name some of the methods which may be used to adjust disputes 
between employer and employee when they fail to agree. 

2. Suggest some ways in which you think the experience of the war 
may result in permanent benefit to industrial relations. 

3. Why are arbitration beards frequently more successful in reaching a 
permanent settlement than the regular courts? 

4. Give as many reasons as you can why it is wise to have adminis- 
tration decentralized, provided there is concentration of control. Do 
you think that the geographical extent of the country makes decentrarlized 
administration necessary? Is the "community councils plan" in accord 
with the plan of decentralized administration ? 

5. **The key to successful war is good ad^uinistration." What does 
this mean? 
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Department, and the Shipping Board. These agencies will all be 
represented in the policies board of the Secretary of Labor and 
will thus cooperate with the Secretary in formmg administrative 
policies. In this way, the confusion of the past will be remedied, 
for all agencies administering labor matters will have a common 
policy and will act imder a single direction. 

THE OUTU)OK B'OR THE FUTURE. 

Of course, it must be remembered that a wise solution of these 
problems can not be reached at once. It will take a great deal of 
time to get all these new agencies working satisfactorily and with 
really comprehensive results. Ours is a tremendous country, 
and the necessary administrative machinery for such a complex 
problem can not be set up over night. For the most effective 
results it should have had several years of practice before the 
war began. The War Labor Administration is, however, a step 
in the right direction and should operate effectively. 

It will be seen that all these new activities are devoted primarily 
to the work of organizing the Nation's man pow^ for war. It 
can not be doubted, however, that if they are successful it will 
be found that much of their service will be found useful in times 
of peace. The war has emphasized as never before the social 
character of industry and the benefits which can be gained by a 
certain amount of social control over its activities. In no field 
of industry are there greater possibilities of gain through a wise 
use of social control than in the field of industrial relationships. 
It is not too much to hope that we shall emerge from the war with 
a clearer vision of the rights and obligations of both labor and 
capital and with administrative machinery that will facilitate 
their cordial cooperation throughout the years of peace. 
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